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@ The savings returned to 
policyholders by mutual 
companies are a reflection 
of the three basic mutual 
practices --selection -- inspec- 
tion--and economy. 
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CHARTERED 1842 
ATLANTIC MUTUAL INSURANCE CO. 
175 WEST JACKSON BLVD., CHICAGO, ILL. 
HOME OFFICE: ATLANTIC BLDG., 49-51 WALL ST., NEW YORK 


BRANCH OFFICES: 
BOSTON CLEVELAND PHILADELPHIA BALTIMORE 


MARINE INSURANCE 





INLAND YACHT 








TRANSPORTATION 
The largest Company in the World writing exclusively Ocean Marine, Yacht, Inland 
Marine and Transportation insurance on a mutual cash participating plan. Profits are 
shared with the assured. Policies are non-assessable, no policyholder being liable to the 
Company except for the payment of premium. 


Present Dividend 15% 
Property Insured to the Value of Over $42,000,000,000. 
Dividends of Profits to Policyholders of Over $120,000,000. 
Losses Paid Over $188,000,000. 


A GOOD POLICY TO SELL 


Accepts business from brokers and pays commissions in the same manner as other companies. 


































aa thine effectiveness of an idea,” 
? said Andrew Carnegie, “may 
> be judged not by its ingenuity 
. but by the expediency with 
which it is carried out.” 

Prevention of accident is not ((¥ 
a new thought in insurance prac- \ J 
tice. But it is one that mutual 
companies have been more and 
more concerned with year after 
year. 

This extension of the scope of insurance 
service has a natural and basic appeal to 
mutual management. It is a_ practical : ; , : 
manifestation of the fundamental mutual e¢tly since prevention of accident is — 
principle of “reducing the cost by reducing tangible factor in producing the millions of 
the loss.” dollars of dividends they receive annually. 


HARDWARE MUTUAL CASUALTY COMPANY 


Home Office: Stevens Point, Wisconsin 


Mutual companies have in- 
vested time, thought and money 
inaccident prevention. This work 
has taken the form of research; 
printed material to policyholders 
through the mails; talks to 
groups; posters; bulletins; train- 
ing of company representatives; 
co-operation with governmental, 
state and municipal bodies. 






































The general public benefits from this 
work and mutual policyholders profit di- 
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Associated Lumber Mutuals are in Business 
for the Benefit of the Policyholders 


CENTRAL MANUFACTURERS’ MUTUAL INSURANCE CO. 
OF VAN WERT 


INDIANA LUMBERMEN’S MUTUAL INSURANCE COMPANY 
OF INDIANAPOLIS 


LUMBER MUTUAL FIRE INSURANCE COMPANY 
OF BOSTON 


LUMBERMEN’S MUTUAL INSURANCE COMPANY 
OF MANSFIELD 


NORTHWESTERN MUTUAL FIRE ASSOCIATION 
OF SEATTLE 


PENNSYLVANIA LUMBERMEN’S MUTUAL FIRE INSURANCE CO. 


OF PHILADELPHIA 


Offices From the Atlantic to the Pacific 


” Gale & Stone, Boston Justin Peters, Philadelphia ™ 
Interstate Mutual Insurance Agency Co., Mansfield, Pittsburgh. 
Lumbermens & Manufacturers Mutuals Inc. 
James S. Kemper, Mgr. 
Chicago, Milwaukee, Minneapolis, Omaha. 
Lumber Mutual Agency, 
Indianapolis, Memphis, Dallas, Kansas City. 
The Martin General Agency, Seattle, Denver, San Francisco, 
Los Angeles, Vancouver, Portland, Spokane. c 
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HON. ELIAS A. SMITH JR. 


Commissioner of Insurance 
State of Utah 


Mere. SMITH is a comparative newcomer to the ranks of the commissioners who has 
already won a host of friends by reason of his genial personality. His past experience and 
his quick grasp of the problems of insurance would indicate that the State of Utah has 
chosen wisely in entrusting the insurance department to his hands. 
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About the Insurance World 


Brief Review of What Is In the Magazines and In the Mail 
Which Comes to the Editor’s Desk 


The Insurance 
Problem 
Furnished By 


Rising Prices 


T H E outstanding 
development in the 
economic _ situation 
under the new deal 
has been the spec- 
tacular rise in commodity prices 
which has occurred since early this 
Spring. According to the Journal of 
Commerce, the weekly price index 
on July 3rd stood at 65.7, a new 1933 
high, and over 20% above the low of 
52.5 established on February 4th of 
this year. This rise in prices will 
probably continue if President Roose- 
velt resists the pressure of the Eu- 
ropean gold bloc to stabilize the 
dollar. It may continue despite 
stabilization if the basis agreed upon 
establishes a low value for the dollar. 

The effect of this commodity price 
rise on insurable values is well dis- 
cussed in an editorial in the New 
York Journal of Commerce of July 
3rd which we are reprinting in full. 
The editorial reads as follows: 


“The practical insurance problem for the 
business man for some time to come will 
be the watching of his insurable values and 
keeping them properly covered by insur- 
ance. For nearly four years he has been 
reducing insurance as the values went down 
either as the result of falling prices or of 
cutting down stock. During that period he 
was usually fully protected and probably 
at times over-insured. The only penalty 
he paid for’ neglect in keeping insurance 
accurately adjusted to value was the pay- 
ment of premiums on a little more insur- 
ance than was necessary. 

“As prices rise and business becomes 
more active, however, the situation be- 
comes different. Not only is it to be ex- 
pected that merchants and manufacturers 
will stock up somewhat more heavily, but 
the value of the stock on hand, the build- 
ings, machinery and fixtures will increase, 
often so imperceptibly as to be overlooked 


unless the owner is watching this feature 
of his business very closely. It is easy to 
become underinsured when prices are ris- 
ing. It is very trying in event of loss to 
find that the owner has not complied with 
the co-insurance requirements in his poli- 
cies and must stand a portion of the loss 
himself. 


“The problem of keeping a business 
man’s insurance adjusted to his actual 
needs is considerably more complicated 
than it used to be. When he carried little 
excent fire insurance at one location it was 
comparatively simple. With the various 
coverages that he now carries, possibly at 
numerous locations and in transit between 
them, under forms which were scarcely 
known twenty years ago, the business man 
needs the service of an expert to keep him 
fully protected at a minimum of expense. 
Losses are adjusted much more carefully 
now than they were a few years ago, and 
if insurance has been written in a slipshod 
way complications are likely to occur which 
may prove costly to the assured. 


“Hence it is more necessary now. for a 
business man to select an insurance agent 
or broker who knows his business. Honesty, 
good intent and common sense may be suf- 
ficient qualifications for writing a fire 
policy on a dwelling house or on house- 
hold goods, but these essential qualifica- 
tions, without expert knowledge, will not 
safeguard the more complicated interests 
of a business man. Selection of a com- 
petent insurance adviser is important now 
and it will become more important as the 
interests to be protected grow and methods 
of protecting them increase in number and 
intricacy.” 


Novel Hotel 


AN insurance com- 


Accident pany located in Rome 
Policy In has recently brought 
Italy out a new accident 


policy covering hotel 
guests during the time that they are 
in residence. The policy covers the 
stay at the hotel, including the trip 
back home and includes not only ac- 
cidents in the hotel but also those 


which occur on walks, in trains, cars 
or trolleys. The guests are not 
charged for the insurance, the pre- 
mium being paid by the hotel. 


Break Up THE courts of 
Arson Rings —_ western Pennsylva- 
In Pennsylvania nia have been busy 

trying arson cases 
for the past nine months. From Sep- 
tember Ist, 1932 to June 15th there 
have been sixty-five convictions out 
of a total of eighty-five cases tried. 
The total number of indictments has 
reached ninety nine. 


Several arson rings have been com- 
pletely broken up, the members now 
serving long terms in the penitentia- 
ry. The round-up was due to co- 
operation between several district at- 
torneys offices and adjusters and in- 
vestigators of insurance companies. 


Court Affirms JUDGE John Hur- 
Mutual ley of Glasgow has 
Contract decided that insur- 
In Montana ance on state prop- 

erty may be placed 
in mutual insurance companies in 
Montana, in a ruling recently handed 
down in the case of E. E. McMahon 
against the State Board of Examin- 
ers. Mr. McMahon had filed the 
suit, asking for an injunction to re- 
strain the State Board from carry- 
ing out a contract with the Miller 
Insurance Agency of Butte for in- 
suring more than $6,500,000 of state 
property in mutual companies. In 
his petition McMahon alleged that 
the action of the Board was invalid 
since the Montana law prevented in- 
suring in mutuals. This contention 
has been denied by the court. 


Transcript of an anpeal by Mc- 
\lahon was filed in the State Su- 
preme Court and a stay of proceed- 
ings was granted pending hearing 
later. The matter may be taken 
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to the Supreme Court of the state 
for final decision, 


Agriculture AGRICULTURE 
Leads In stood first in occu- 
Fatalities pational fatalities in 


1932 according to a 
report of the National Safety Coun- 
cil. The number of deaths attrib- 
uted to it was approximately 3500, 
followed by 2000 in manufacturing, 
1800 in mining and quarrying, and 
1300 in building and construction. 
These stand out sharply among the 
deaths among workers for public util- 
ities, on steam and electric railways, 
and among seamen and stevedores. 


Fire Deaths A STUDY made by 
Analyzed the officials of the 

America Fore Group 
of fire insurance companies show 
that deaths from fires in the United 
States are due to forty causes and 
that one-third of all deaths in fires 
are due to being trapped in burning 
buildings. 

Firemen are most exposed to be- 
ing trapped in burning buildings and 
such deaths amount to 7% of those 
studied. Six per cent of the deaths 
were due to the use of kerosene to 
start fires in heaters and stoves and 
slightly less than 5% were due to 
clothing being ignited from furnaces 
or stoves, while 4% were the result 
of airplane fires and crashes. 


Northwest A resolution adopted 
Mutuals Hold at the annual con- 
Meeting vention of the 

Northwest Associa- 


tion of Mutual Insurance Companies 
recommends that action be taken by 
the National Association of Mutual 
Insurance Companies against ciga- 
rette claims. 

The following officers were 
elected: A. W. Nygaard, Implement 
Dealers Mutual, president; Henry 
Weihbrecht, Badger Mutual, vice 
president; and S. T. Sager, Austin 
Mutual, secretary. 
Stiffen Rules THE 


National Bu- 


On Bank reau of Casualty and 
Burglary Surety Underwriters 
Insurance has announced that 

after July 15th pri- 
mary bank robbery insurance in 


towns of less than 25000 population 
in twenty-three states will only be 
written where 85% of the money in- 
sured against loss is kept in vaults, 
safes, chests, or similar receptacles 
under time locks. The ruling applies 
to Alabama, Arizona, Arkansas, Cali- 
fornia, Colorado, Idaho, Tlinois, In- 


diana, lowa, Kansas, Louisiana, 
Minnesota, Mississippi, Missouri, 
Montana, Nebraska, New Mexico, 


North Dakota, Ohio, Oklahoma, 


JourNAL OF AMERICAN INSURANCE 


South Dakota, Tennessee, and Wis- 
consin. 

The ruling does not apply to poli- 
cies covering securities only or to 
banks in towns of 25,000 population 
or more, having a working force of 
not less than five persons or in banks 
having approved robbery tear gas 
systems, bandit resisting enclosures, 
or bandit barriers certified by the 
Underwriters Laboratories. The rul- 
ing also exempts policies written with 
the $10,000 deductible endorsement 
and policies written excess over 
blanket bonds or all-risk policies of 
$10,000 or more. 

Whenever the time lock receptacle 
is open two guards or employees 
equipped with loaded firearms must 
be stationed at each unlocked en- 
trance door, according to the ruling. 
Money unexpectedly received by the 
bank must be placed under the pro- 
tection of a combination lock within 
fifteen minutes after receipt and then 
at the earliest opportunity under a 
time lock. 

The large number of hold-ups and 
robberies in small town banks is re- 
sponsible for these regulations. 


Charge Three THE Standard In- 
Companies surance Company of 
With Rate New York, the Uni- 
Violation ted States branch of 


the Tokio Marine 
and Fire Insurance Company, Ltd., 
and the United States branch of the 
Meiji Fire Insurance Co., Ltd., are 
charged with wilful rate violations 
in underwriting certain insurance 
policies by George S. Van Schaick, 
State Superintendent of Insurance, 
who has asked Attorney General 
John J. Bennett, Jr., to institute ac- 
tion for penalties against them. 

The United States branch of the 
Meiji Fire was also Warned that con- 
tinuance of negligent underwriting 
practices would be deemed indicative 
of wilful intent to violate its rate 
filings in any subsequent examination 
or investigation by the state insur- 
ance department. 

The Standard Insurance Company 
was said to have violated its filed 
rates and rules wilfully in writing 
three hundred and forty two policies. 
Four wilful violations were attrib- 
uted to the United States Branch of 
the Tokio Marine and Fire and 
twelve to the United States Branch 
of the Meiji Fire. 

About three hundred of the poli- 
cies found to be in violation were 
automobile 


contracts which were 
written at a 15% discount from 
manual rates. Most of the other 


forty-two policies were of the 
country-wide floater type. 


It is understood that the compa- 
nies have notified the insurance de- 
partment that all of the policies held 
to be in violation have been corrected 
or are now off their books. 


Fire Losses FIRE losses in the 
Continue United States dur- 
Decline ing May amounted 


to $24,338,714 which 
is a decrease of 38% from the total 
for May 1932, and the smallest 
monthly fire loss in years. The show- 
ing is the more remarkable in view 
of the fact that two big fires at Oak- 
land, California, and Sayre, Pennsyl- 
vania, and two conflagrations in 
Maine account for over $8,000,000 of 
the total loss. This indicates that 
small fires were much less numerous 
than they have been in recent months. 
The total fire loss for 1933 to date is 
$159,694,978, as compared with 
$211,000,000 in 1932 and $209,000,- 
000 in 1931. The sensational de- 
crease in fire loss during the past 
four months has been primarily re- 
sponsible for this excellent showing. 


R.F.C. Adopts THE Reconstruction 
Strict Rules ForFinance Corporation 


Buying has issued its regu- 
Insurance lations governing the 
Stocks purchase of pre- 


ferred stock in in- 
surance companies, under legislation 
passed by the last Congress. Appli- 
cations under the act, which places a 
limit of $50,000,000 on the total of 
such subscriptions or loans, will be 
received by any R. F. C. loan agency 
or the Washington office. Subscrip- 
tions to preferred stock may be made 
only to companies with unimpaired 
capital structure or new capital, sub- 
ordinate to the preferred stock or 
capital notes, equal in amount to the 
proposed subscription or purchase. 
Loans on preferred stock may be made 
when adequately secured by such 
stock or notes or other forms of secu- 
rity. Sound net worth of the appli- 
cant will govern the amount of 
subscriptions or loans. Present mar- 
ket values on securities and, sound 
values on mortgages will be used in 
all appraisals. Compromising of lia- 
bilities or subordination of funds 
will be permitted only in conformity 
with statutory authority and the un- 
qualified approval of supervisory 
authorities. 


In conformity with the act of Con- 
gress, annual salaries of all officers, 
directors, or employees of applicant 
companies must be within the $17,500 
limitation. Regulations also provide 
that no compensation shall be in- 
creased nor any stock, notes, bond or 
debentures issued for capital purposes 
be retired while any such securities 











are held by the corporation. 


Another provision of the regula- 
tions is that the applicant must show 
an earning capacity sufficient to pay 
dividends on preferred stock at the 
rate of 5% for five years and 6% 
thereafter. Loans on adequate secu- 
rity may be made to individuals, 
firms, or corporations, desiring to 
purchase the preferred stock or capi- 
tal notes of insurance companies. 


Uphold THE Supreme Court 
Virginia of Appeals of Virginia 


Rate Order has upheld the reduc- 

tion in fire insurance 
rates which was ordered by the States 
Corporation Commission in Novem- 
ber 1929. The decision 


was ren- 
dered in the case of the Aetna 
Insurance Company and approxi- 


mately sixty other companies of the 
same class, which asked for a re- 
versal of the Commission's order. 
The two questions at issue were the 
constitutionality of the law giving 
the Commission the power to regu- 
late fire insurance rates and the for- 
mula upon which the rate reductions 
were determined. When the Virgi- 
nia legislature gave the State Cor- 
poration Commission control of the 
various kinds of insurance rates in 
the State, the Commission held ex- 
tended hearings on rating methods 
used by fire insurance companies, 
rate levels produced by these meth- 
ods, the loss experience in the State 
and the profits made there by the 
company, and it then worked out the 
rules by which it would be governed 
in ordering reduction or approving 
advances in rates. This decision set- 
tles the constitutionality of the law 
and it also gives judicial approval to 
the method of determining whether 
fire rates are fair to the public and 
to the insurance companies. 


Bureau Of ACCORDING to 
Census Reports figures compiled by 
Reduction In the Bureau of Cen- 
Auto Deaths sus and released on 
July 7th, there were 
3,717 fewer deaths from automobile 
accidents in 1932 than in 1931. This 
is a decrease of nearly 12% per cent. 
The number of deaths in 1932 were 
26,168 while in 1931 it was 29,885. 
Pacific states as a group had the 
highest death rate per hundred thou- 
sand population both in 1932 and 
1931. The least populated state in 
the union—Nevada—had the highest 
death rates from automobile accidents 
for both years. 


The death rate for the entire coun- 
try, exclusive of Utah, was 21.9 for 
each hundred thousand of population 
in 1932 and 25.1 in 1931. The low- 
est mortality rates for 1932 were in 
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North Dakota, 8.3; Mississippi 11.4; 
Arkansas, 13.9; South Dakota, 14.1; 
and New Hampshire 15 per cent. In 
a group of 92 cities of one hundred 
thousand or more population were 
8,573 deaths, or a rate of 22.8 per 
hundred thousand population from 
automobile accidents. The cities 
which had the highest mortality rates 
in 1932, were Camden, New Jersey, 
65.4 per cent; Nashville, Tennessee, 
45.9 per cent; San Diego, California, 
41.6 per cent; Jacksonville, Florida 
and Tacoma, Washington, each 41.5 
per cent. 


Reduce 


Medical Fees 
In Nebraska 


NEBRASKA  doc- 
tors must be satis- 
fied with smaller 
surgical and medi- 
cal fees in compensation cases 
according to Compensation Commis- 
sioner Matthews. Ina circular issued 
to the medical profession, he an- 
nounces a new schedule of fees for 
attendance upon injured employees 
with an average reduction of 17 per 
cent. Mr. Matthews says that the 
present situation in the state is seri- 
ous since on the one side are the em- 
ployees, rejecting in larger numbers 
than ever before any reliance upon 
the law, and on the other are employ- 
ers faced with increased premium 
payments for compensation liabilities. 


Accuse Home SUPERINTEND- 


Indemnity ENT of Insurance 
Of Rate George S. Van 
Violation Schaick of New 


York has asked At- 
torney General John J. Bennett, Jr. 
to bring an action for a penalty 
against the Home Indemnity Co., for 
wilful violation of the New York 
rating laws in underwriting six gen- 
eral liability insurance policies, one 
automobile liability and property 
damage policy and one surety bond. 

In addition to these wilful viola- 
tions of the rate laws the company 
was found to have been careless in 
its underwriting practices in a man- 
ner tending to cause improper rat- 
ings. Superintendent Van Schaick 
has directed the company to use bet- 
ter care in underwriting its business 
in the future and has warned it that 
continuance of such negligent prac- 
tices will be deemed indicative of wil- 
ful intent to violate its filed manual 
rates in any subsequent examination 
or investigation by the State Insur- 
ance Department. 


Chicago Plate THE National Bu- 
Glass Rates = reau of Casualty & 
Increase Surety Underwrit- 

ers has made a num- 
ber of changes in plate glass rates for 
Cook County, Illinois, effective July 
10th. An additional classification has 
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been created for which the rate is 
sharply higher. This classification 
includes all semi-exterior and exteri- 
or grade floor and basement plates 
containing 50 sq. ft. or more. The 
rates for these plates are 40% great- 
er than manual in zone 1. Hereto- 
fore these plates were included in a 
classification which took a rate 15% 
less than manual in zone 1. 

In zone 2 these plates comprising 
the new classification take a rate of 
10% less than manual, whereas, they 
have been rated at 45% less than 
manual heretofore. 


The rates for the other classifica- 
tions remain the same, that is, all 
plates containing less than 50 sq. ft. 
in zone 1 take the rate of 20% less 
than manual and all other plates, be- 
sides those in the special classification, 
containing 50 sq. ft. or more, take 
the base rate less 15%. In zone 2, 
all plates containing less than 50 sq. 
ft. take a rate less 55% and all other 
plates containing 50 sq. ft. or more, 
less 45%. 

A new rule has been adopted for 
Cook County, effective December 1, 
1932, providing that a policy covering 
a mercantile risk shall not be written 
for a term more than one year ex- 
cept that such a policy may be ex- 
tended to cover for not more than 
six months of the ensuing year at pro 
rata of the annual premium. The 
premium for policies for a term of 
less than one year must be computed 
at the customary annual short rate. 


GOVERNOR Barry 
of South Dakota has 
announced the ap- 
pointment of W. J. 
Dawson of Rapid City as Insurance 
Commissioner for the two year term 
beginning July Ist. Don C. Lewis, 
former commissioner, had been 
named to the position, but on account 
of his ill health had resigned and has 
since died. Mr. Dawson was former- 
ly connected with the fire marshal’s 
department. 


Dawson New 
South Dakota 


Commissioner 


New U. & O. ACCORDING to 
Form the New York Jour- 
Adopted By © nal of Commerce for 
Reciprocals June 27, a number 


of reciprocal institu- 
tions are now using a use and occu- 
pancy form which provides for 
premium adjustment at the expira- 
tion of a policy on the basis of the 
actual U. & O. value during the policy 
term. It will be used instead of the 
coinsurance use and occupancy form 
written by stock and mutual compa- 
nies. Other changes being featured 
are provisions that will provide com- 
plete flexibility as to fluctuating 
amounts of ordinary pay rolls and 
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also the inclusion of a new provision 
covering interruption by civil authori- 
ties. They point out cases where 
business has been interrupted when 
the police closed the doors because of 
nearby fires and are offering to in- 
clude the consequential loss in the 
new form which has been created. 


Deny I. U. B. 
Will Write 
Buildings 


JOHN R. Dumont, 
Manager of the In- 
terstate Underwrit- 
ers Board, on June 
23rd denied that the management is 
considering the broadening of its 
multiple location coverages to include 
values of all buildings, machinery and 
equipment, including manufacturing 
plants. The statement was made 
after Mr. Dumont had received from 
the Executive Committee of the As- 
sociation of Local Agents of the City 
of New York a resolution opposing 
such plan. The resolution will be 
transmitted to the Governing Com- 
mittee of the Interstate Underwrit- 
ers Board when it meets on June 28th. 


Mr. Dumont pointed out that 
there have been some underwriters 
who have felt that the reporting 
forms should be amended to permit 
the inclusion of stocks on all manu- 
facturing risks, in addition to the 
seasonal manufacturing risks which 
are now permitted by the forms of 
the Interstate Underwriters Board. 
However, he said, there has been no 
suggestion, so far as he knows, that 
buildings should be included. 


THE fire loss in On- 
tario in May was 
$613,288, a decrease 
of $499,582 over the same month last 
year, when the loss totalled $1,112,- 
870. This decrease follows a de- 
cline in April of nearly $600,000 in 
total fire loss, which indicates that 
Canadians are also experiencing the 
same siirinkage in fire loss as is be- 
ing felt here. In the period, January 
to May inclusive, the total loss was 
$4,362,854, a decrease of $1,326,905 
compared with the same period of 
1932. These figures are undoubtedly 
verv gratifying to Canadian insur- 
ance men and to managers of fire 
companies doing business in Canada. 


Ontario Fire 
Loss Declines 


Malicious THE appellate term 
Damage Not of the Supreme 
Recoverable Court of New York 
Under Loss has held that mali- 
Policy cious destruction of 


property, done quiet- 
ly and without creating a disturbance, 
is not covered under a riot and civil 
commotion insurance policy. The 
question came up in the case of Kit- 
ty Kelly Shoe Corporation against 
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the Eagle Star & British Dominions 
Insurance Company. 

The shoe corporation made a claim 
under a riot and civil commotion poli- 
cy for damage to its stores caused by 
the smearing of acid over the front. 
Witnesses testified that they had 
passed the damaged stores and had 
seen three men doing something to 
them but admitted that their atten- 
tion had not been particularly attract- 
ed to the men or their actions by any 
noisy or violent conduct on their part. 

The insurance company having de- 
nied liability the assured brought 
suit and was given a judgment in the 
municipal court. The insurance com- 
pany appealed both the judgment and 
the order denying the motion for new 
trial entered after judgment was up- 
held on both counts. 

This decision is particularly inter- 
esting in vew of the fact that it has 
always been believed that damage 
committed by a group of three or 
more men acting in consort consti- 
tuted riot damage under the policy. 
Up to the present there have been few 
decisions on the point and this will 
undoubtedly serve to clarify the law. 


Arkansas ARKANSAS fire 
Underwriting premiums earned in 
Experience the five years ending 
Bad December 31, 1932 

amounted to $31,- 


180,358.00 and losses and expenses 
incurred amounted to $34,598,910.00, 
according to an official report of the 
state insurance department. This re- 
presents an underwriting loss of 11% 
for the five years. 

The state recognizes that 5% of the 
earned premiums is a fair profit as it 
has empowered the insurance com- 
missioner to order general rate re- 
ductions only when the underwriting 
profit for the previous five year peri- 
od exceeds 5% and then to such an 
extent as will reduce the underwrit- 
ing profit to 5%. During the past year 
some twenty companies have retired 
from Arkansas and it is expected that 
others will take similar action unless 
a marked improvement in the loss 
ratio is soon shown. 


Uniform INSURANCECom- 
Marine Ruling missioner Howard 
Adopted By P. Dunham of Con- 
Connecticut _ necticut has issued a 

ruling defining the 
insuring powers of marine and trans- 
portation underwriters under Section 
4164 of the Connecticut insurance 
laws. It is designed to eliminate the 
overlapping of coverages between 
the fire, casualty and marine compa- 
nies. The ruling is in conformity 
with the interpretation of the Na- 
tional Convention of Insurance Com- 





missioners and applies to all fire, 
marine and casualty companies trans- 
acting business in Connecticut. A 
similar ruling was made by the New 
York Department a few days ago. 


Insurance Com- A WIDE range 
mittee Chamber of work has been 
of Commerce of laid down for the 
United States Insurance De- 

partment of the 
Chamber of Commerce of the United 
States for the coming year. With 
the appointment of a departmental 
advisory committee for the year, 
just announced, the Chamber is ready 
to give attention to many problems 
that stand out in the insurance field. 

The members of the committee, 
named by Henry I. Harriman, presi- 
dent of the Chamber, are: 

Justin Peters, Chairman. Presi- 
dent, Pennsylvania Lumbermens Mu- 
tual Fire Insurance Co., Philadelphia. 

John C. Harding, Vice-Chairman. 
Manager, Springfield Fire & Marine 
Insurance Co., Chicago. 

S. Bruce Black, President, Liberty 
Mutual Insurance Co., Boston. 

Lee J. Dougherty, President, 
Guaranty Life Insurance Co., Dav- 
enport, Iowa. 

Philip J. Fay, Nichols & Fay, San 
Francisco. 

Leroy A. Lincoln, Vice-President, 
Metropolitan Life Insurance Co., 
New York City. 

William L. Mooney, Vice-Presi- 
dent, Aetna Casualty & Surety Co., 
Hartford. 

Harry Scherr, Vinson, Thompson, 
Meek & Scherr, Huntington, W. Va. 

The Committee, whose personnel 
includes representatives of the sev- 
eral branches of the insurance busi- 
ness, will act in an advisory capacity 
to the National Chamber and its In- 
surance Department on all questions 
pertaining to insurance. 

The Committee will immediately 
formulate plans to extend the con- 
servation work now carried on by 
the Insurance Department in the 
fields of fire prevention, health con- 
servation and accident prevention. 
The Inter-Chamber Fire Waste Con- 
test and the Inter-Chamber Health 
Conservation Contest, in which hun- 
dreds of local communities are par- 
ticipating will be continued and 
broadened. During the year the 
Chamber will endeavor to enlist the 
interest of additional communities in 
these activities. 

At its last annual meeting, the Na- 
tional Chamber declared that state 
legislation requiring insurance and 
surety companies to make special de- 
nosits of cash or securities is based 
upon erroneous principles. The In- 


(Continued on Page 15) 
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Speculators in the Stock Market are Inevitably Due for Periodic Panics 





Investments of Insurance Companies 


Safety First a Necessary Policy in the Formation of a Financial 
Program to be Followed by Insurance Executives 


T is a matter of sincere regret to 
me that I cannot be with you to 
discuss this subject in person, and 

to.take part in your deliberations on 
the various subjects whith will have 
your study and consideration. This 
annual convention is one of more than 
ordinary importance, and I do not 
willingly miss it. At the time I ac- 
cepted the courteous invitation of the 
Committee which prepared the pro- 
gram, it seemed probable that our 
legislative session would conclude its 
labors before the first of June. This, 
however, is no longer a possibility, 
and with the important financial leg- 
islation for the next two years not 
yet enacted, it is not the time for the 
Treasurer of the State to be absent. 


If for no other reason, I would 
especially regret my inability to at- 
tend this convention because it 
meets in Chicago upon invitation of 
her late Mayor, Anton J. Cermak, 
whose death in my home state two 
months ago, under most tragic cir- 
cumstances, endeared him to Florida 
no less than to Illinois in revealing 
to us the patriotism, courage, devo- 
tion to duty and nobility of char- 
acter of a truly great man and public 
servant. 


“Investments of Insurance Com- 
panies,” is so broad a subject that 
I musk ask your charitable judg- 
ment on the defects of this paper, 


By HON. W. V. KNOTT 


An Address Delivered Before National Convention 
of Insurance Commissioners, Edgewater Beach 
Hotel, Chicago, Ill., June 2nd, 1933. 


prepared as it has been under the 
stress of our biennial legislative ses- 
sion, and the manifold duties of the 
Treasurer’s office under our State 
laws. Without the time or the facil- 
ities for compiling exhaustive data 
from the more recent reports of in- 
surance companies, and in the face of 
the national and international con- 
ditions which change with bewilder- 
ing swiftness—and have changed now 
definitely for the better, we may be 
assured—the difficulties of discuss- 
ing so profound a subject are ap- 
parent. I can only hope that to some 
extent I may contribute facts or sug- 
gestions that will be of value to my 
fellow commissioners assembled in 
convention for three short days, and 
later as we deal with these problems 
in our daily work. 


T is not my purpose to deal at 
I length with the purely statistical 
features of this subject, nor the 
purely legal. The Convention is 
meeting this year three or four 
months earlier than usual. Satis- 
factory and complete statistics as at 
the close of 1932 are not available, 
and the condition of the securities 
market from the “crash” of October, 


1929, had not been such as to afford 
a safe guide to actual values. With 
some companies using market quota- 
tions and others availing themselves 
of the more liberal ‘Convention 
values,” and with the confusing and 
unsatisfactory conditions governing 
real estate values, both rural and 
urban, over the same period, neither 
the total investments in the various 
securities owned by insurance com- 
panies, nor their relative percentages, 
cah be considered with the same de- 
gree of confidence that had been ac- 
corded these statistics in previous 
years; a mistaken confidence itself, 
since the depression of the last four 
years did not come over-night, but 
was the result of unwise expansion 
and reckless speculation of the pre- 
vious decade, not without its warn- 
ings, which few could sense. That 
the insurance companies, with rela- 
tively few exceptions, have ridden 
the storm speaks eloquently for the 
essential soundness of the business 
as a whole, and is a bright spot in 
the dark picture. Nevertheless, 
while crucial battles have been won, 
the war is not over. We must rea- 
lize that there are many readjust- 
ments to be made in our financial 
system, and not invite further disas- 
ter through a blind optimism. 


That we are able to face the fu- 
ture with confidence is due largely to 
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the fact that the national govern- 
ment is utilizing its great powers to 
lead the way to recovery. The Presi- 
dent has been given powers hereto- 
fore not dreamed of in time of peace, 
and has the united support of the 
Congress and of the people generally 
to a greater extent than any other ex- 
ecutive has had even in time of war. 
The government began its reconstruc- 
tive work under the previous admin- 
istration, which should not be denied 
credit for the earlier measures. The 
new President took the oath of office 
under conditions too recent to need 
extended mention. The promptness, 
effectiveness and courage with which 
he met the immediate situation and 
with which he continues to act, are 
matters of the day’s history. 

In considering the extraordinary 
measures already taken and others 
proposed by the Federal government 
through its various agencies looking 
to the financial and economical reha- 
bilitation of the country, we should 
recall a simple law of mechanics; 
that machinery does not create 
power; its function is to transmit 
it most effectively. This is true of 
governmental machinery, as well as 
of the lever and the wheel. The re- 
sources of government are not inex- 
haustible, but nothing short of 
governmental aid and _ direction 
would, or will, suffice to get us back 
to a firm foundation and a lasting 
prosperity. We must not, however, 
look to government for unlimited 
“oxygen treatments.” We must 
bring back into play all the individual 
initiative and enterprise of which we 
are capable, giving the government 
the cooperation and support due from 
loyal citizens and faithful officials, 
throughout the emergency, and until 
the final victory is won, 


QO 


INCE investments of insurance 

companies are for the greater 
part in long term obligations, it is 
well perhaps to view the internal 
debt of the country as a whole. As 
to the total of this indebtedness, 
there is a wide difference of opinion, 
estimates ranging from about one- 
third of the estimated national wealth 
of four hundred billion dollars, to 
approximately two-thirds of this to- 
tal wealth. These differences arise 
partly from lack of complete infor- 
mation, and partly from differences 
in the treatment of the same data. It 
is easy to “pyramid” both liabilities 
and assets in making calculations of 
this sort, and to arrive at very differ- 
ent conclusions from the same data, 
and both justifiable according to the 
theory employed. To take a simple 
example: A property holder owning 
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a lot worth two thousand dollars de- 
sires to erect on it a house costing 
four thousand dollars. He pays the 
contractor one thousand dollars 
cash, and gives him a note secured by 
mortgage for three thousand dollars 
which the contractor discounts with 
his bank. Here we have a six thou- 
sand dollar indebtedness (three 
thousand from the owner to the con- 
tractor and a like amount from the 
contractor to the bank), growing out 
of an original indebtedness of one- 
half that amount. Similarly, where 
the owner at the start had assets 
amounting to three thousand dollars 
(one thousand dollars cash, and a lot 
worth two thousand dollars) he now 
has an asset of six thousand dollars 
(house and lot), in which his equity 
remains at three thousand dollars; 
the contractor has the three thousand 
dollars (less discount), which he got 
from the bank, and the bank owns 
the note, secured by mortgage, for 
three thousand dollars. Multiply a 
transaction of this sort by a few hun- 
dred thousand, and one reason for 
such widespread differences in esti- 
mates of national wealth and of na- 
tional indebtedness will be apparent. 
Again, while liabilities may be deter- 
mined from the terms of the notes, 
bonds or other evidences of indebted- 
ness, asset values are largely matters 
of appraisal, estimate or pure guess. 

HAT America’s total burden or 

long-term debt is around one hun- 
dred and thirty four billions of dol- 
lars is the conclusion of the Twenti- 
eth Century Fund, as a result of a 
recent survey by Messrs. Evans 
Clark and George B. Galloway. Of 
this, the total governmental debt is 
given as 25.9 per cent (Federal 
11.2%, State and local 14.7%), while 
the total private debt is given as 74.1 





per cent, divided as follows: Urban 
mortgages 21.7%, farm mortgage 
6.7%, financial corporation 17.3%, 
public utilities 8.9%, industrial 8.2%, 
railroads 11.3%. The same survey 
shows the per capita long term in- 
debtedness as $388.00 in 1913-14; 
$682.00 in 1921-22; $1,041.00 in 
1929; $1,072.00 in 1932-33. 

The relatively slight increase dur- 
ing the last three years as compared 
to previous periods, suggests the 
making a virtue of necessity. This 
is emphasized by a rise in the nation- 
al income from thirty-five billions in 
1913-14 to sixty-three billions in 
1921-22 and eighty-two billions in 
1929, followed by a precipitous de- 
cline to about thirty-seven billions in 
1932-33, during which time the debt 
service rose from 6% of the national 
income to an estimated 19.8 per cent. 

DO 

T is interesting to compare these 

percentages with the distribution 
of life insurance company assets re- 
cently compiled by Commissioner 
Dunham from the 1932 statements 
filed with the Connecticut Insurance 
Department, to wit: Mortgage loans 
34.83% ; bonds and stocks, 38.11%; 
premium notes and policy loans 
18.26%; real estate 3.61%; cash 
1.53% ; other assets 3.66%. These 
percentages check very closely with 
the estimates appearing in the 1932 
Proceedings of the Association of 
Life Insurance Presidents (pages 103 
and following), which shows as to 
mortgages 8.8% on farms and 27.5% 
on other properties. The estimates of 
the Association of Life Insurance 
Presidents, based on fifty-two com- 
panies with more than 90% of the 
admitted assets of all life insurance 
companies shows total government 
bonds 8.4%; railroad bonds and 
stocks 15.6%; public utility bonds 








Farm Mortgages 
Other Mortgages 


BORA) MOPtea@es oiicc cc ccccccvcess 


U. S. Government Bonds 
State, County & Municipal Bonds 
Canadian Bonds 


Total Government Bonds (sub-total) 
Railroad bonds and stocks ..............-: 


Public utility bonds and stocks 
Other bonds and stocks 


Total bonds and stocks 


Policy loans and premium notes 
Real estate 
Collateral loans 
Cash 
Other admitted assets 





1906 1929 1932 

Gade Masse teed 9.3 12.0 8.8 
NE AE ee 19.2 30.0 27.5 
eerie the See walias 28. 285 42.0 6.3 
SVS tinaenes a ema s 2.0 2.0 
Sa gsirw-s yl oases Aviva, aie 3.6 3.4 3.8 
Paik Shas umn agit aie 8 2.3 2.4 
Nek paaieee rae wataea 2.3 2 os 
petals eeicmina pena 6.8 7.9 8.4 

bi aieceretnale Seernasremtaes 34.8 17.7 15.6 
Sicha eeaes Sar bergen 4.7 9.0 9.6 
Sata ceecrareion a aR AR CR 3.7 2.6 3.2 
Pe reese fe Creer te 50.0 37.2 36.8 
eceustuwes vacm ees 8.9 13.3 18.4 
EN ere 5.4 2.2 40 
ere er er ore 18 l od 
eC Te Ey 2.3 8 1.0 
Pan oreeel Cnseatees 3.1 4.4 3.4 
inhi ah onan a eee dees 100.0 100.0 1000 


| 
; 











and stocks, 9.6%; other bonds and 
’ stocks 3.2%. The Connecticut per- 
centages are based on statements 
showing total admitted assets of 
$17,916,430,345.00, while the Associ- 
ation’s figures are based on an esti- 
mated total admitted assets of 
$19,000,000,000.00. From the Asso- 
ciation’s tables we take the following 
percentages of investments for the 
close of 1906 (the year of the Arm- 
strong investigation), 1929 (the year 
of the stock market crash), and 1932: 
(See table on preceding page.) 

These percentages were based on 
total admitted assets of $2,876,487,- 
000, at the close of 1906; $16,060,- 
597,000.00 at the close of 1929, and 
$19,000,000,000.00 at the close of 
1932. It was further estimated that 
the total admitted assets of all United 
States life insurance companies at the 
close of 1932 would approximate 
$20,750,000,000.00. Of the estimated 
total investments in stocks and bonds 
by the reporting companies at the 
close of 1932, ($6,990,000,000.00 ) 
only $523,948,000.00 was in stocks 
($418,278,000.00 preferred and 
guaranteed and $105,670,000.00 com- 
mon). Of this total, railroad stocks 
comprised $94,421,000.00, public util- 
ities $166,263,000.00 and other cor- 
porations $263,264,000.00. 

oO~L> 

I regret that I have not available as 

complete or up to date data with 
reference to the investments of fire 
and marine, casualty and surety com- 
panies. Taking the New York State 
Insurance Report for 1932 (business 
of 1931), I have calculated the fol- 
lowing percentages for the invest- 
ments of such companies reporting to 
that Department : 


Fire and Casualty 
Marine and Surety 
eS en ee 2.4 3.7 
SS eee ee mF 
Bonds and Stocks ......... 81.5 73.4 
Ore ere ere 5.8 49 
Premiums in Course of 

re $7 10.0 
Other Admitted Assets .... 1.4 2 
ROE Pik cbhsnwcdwee ee 100.0 100.0 





The total admitted assets being, 
fire and marine $2,497,365,241.67 
and casualty and surety $1,305,140,- 
461.35, respectively. 

It will be observed in the table of 
life insurance investments that mort- 
gages increased from 28.5% of the 
entire admitted assets in 1906 to 
42.0% in 1929, falling back to 36.3% 
in 1932, the farm mortgages showing 
the lesser proportionate increase and 
the greater decrease, constituting 
less than one-third of the mortgages 
carried in 1906, and less than one- 
fourth in 1932. Increase in mort- 
gage loans followed the Armstrong 
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investigation which strongly con- 
demned speculative investments by 
life insurance companies. The de- 
crease since 1929 has resulted partly 
from foreclosures, partly from amor- 
tization payments having exceeded 
new loans on this class of security. 
Since real estate loans must always 
form a very important part of lite 
insurance companies investments, the 
amortization feature is important 
to keep the loans from becoming 
frozen assets, with little ambition on 
the part of the borrower to do more 
than pay the interest, making him- 
self virtually a permanent renter of 
his own home, farm or business pro- 
perty. Properly amortized bearing a 
fair rate of interest, and within the 
limit of fifty percent of a fair ap- 
praisal, first mortgages on improved 
realty will continue to be a prime in- 
vestment for life insurance reserves. 
Appraisals should be based on tair 
market value, and the potential earn- 
ing power of the properties, with 
purely speculative considerations 
eliminated. 1 am well aware of the 
difficulty of arriving at a fair valua- 
tion of real estate, and of honest dit- 
ferences of opinion even as to the 
meaning of the term. | am myself 
impressed with the definition of iair 
value of any property as “that which 
would be paid by a purchaser, willing 
but not forced to buy, to an owner 
willing but not forced to sell.’ We 
are all too well acquainted with the 
distressful conditions in the great 
farming areas to discuss this phase 
at length. | know the companies will 
co-operate with the government fully 
in the effective solution of the prob- 
lems surrounding farm and home 
mortgages as well as other problems 
of grave import. 


T will be observed further that dur- 
ing the period of twenty-six years 
covered by the foregoing figures, 
there has been a decrease of approx- 
imately one-fourth in stocks and 
bonds. As previously noted, com- 
mon stocks are now a negligible part 
of this schedule. The greatest de- 
crease has been in railroad securities, 
which fell proportionately from 
38.8% to 15.6%, while public utility 
stocks and bonds increased from 
4.7% to 9.6%, other industrial secur- 
ities remaining fairly constant. 
United States government and Cana- 
dian governmental bonds increased 
twenty-one fold and three fold re- 
spectively, state, county and munici- 
pal bonds keeping an even keel, and 
foreign governmental bonds (other 
than Canadian) almost vanishing. It 
will be borne in mind that these com- 
ments, as well as those which follow, 
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have to do with percentages and not 
total values. The government has 
already acted, through the Recon- 
struction Finance Corporation, for 
the relief of the railroads and their 
bondholders, and further legislation 
is in process to restore the earning 
power of the common carriers. 

It is an unhappy part of the pres- 
ent picture that so many bonds of 
countries, municipalities and other 
governmental units are either in de- 
tault or for other reasons have a 
market value of below par. My own 
State has suffered heavily through 
the defaults of so many of its sub- 
divisions. (The State of Florida 
itself has no bonded debt). With us, 
it is an aftermath of the “boom” 
which began about 1923 and collapsed 
in 1926. Other states have their own 
individual reasons for similar condi- 
tions in the markets for their public 
securities, but through them all | pre- 
sume we would find governmental ex- 
travagance, burdensome taxes for 
debt service, and the optimism that 
could see no traffic lights on the eco- 
nomic highway. Recent advances in 
the stock market give hope for a re- 
storation of both governmental and 
industrial securities to a fair value 
within a reasonable time. 


That the proportion of policy loans 
and premium notes has more than 
doubled since 1906, and increased ap- 
proximately forty percent within 
three years emphasizes one of the un- 
happy phases of the depression, the 
heavy withdrawals or reductions on 
equities in life insurance contracts by 
policyholders. While these reverses 
have served a useful purpose, the 
main objectives of life insurance were 
threatened for a time when the nor- 
mak banking facilities of the country 
were suspended. The companies 
found themselves too much in the 
banking business. As the moratori- 
um will doubtless be one of the ma- 
jor problems before the Convention, 
[ shall not attempt to anticipate the 
subject in this paper. 

Real estate holdings show a de- 
crease, proportionately, since 1906, 
but almost double the percentage of 
1929. Most of this, doubtless, is the 
result of mortgage foreclosures. 

Cash fell from 2.3% in 1906 to 
8% in 1929, increasing to 1.0% in 
1932. It is probable that life compa- 
nies must carry larger cash balances 
in the future to meet demands for 
loans, or at any rate a larger propor- 
tion of liquid assets. 

The collateral loans 
reached the vanishing point, (from 
18% in 1906 to .1% in 1929 and 
1932), is gratifying as loans of this 


have almost 
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nature belong to banking rather than 
to insurance. 


ITH fire and casualty compa- 

nies, mortgages and real estate 
constitute minor items of asset, and 
there are no policy loans. The cash 
item is considerably higher than in 
the case of life companies and pre- 
miums in course of collection exceed 
the cash accounts. The principal 
schedule of assets in stocks and 
bonds, constituting (at the close of 
1931, for the companies reporting to 
the New York Insurance Depart- 
ment) 81.5% of the total admitted 
assets of the fire and marine compa- 
nies and 75.4 of the assets of casu- 
alty and surety companies. I regret 
that | am unable to give the present 
approximate percentage of stock and 
bond holdings separately. 

In an address to this Convention 
in September 1929, on the same sub- 
ject as this paper, Hon. Albert Con- 
way, then Superintendent of Insur- 
ance of New York, presented the 
following analysis of the stock of 
such companies as of December 31, 


1928 : Fire and Casualty 
Marine and Surety 
Railroad Stocks ......... 21.188 21.210 
OO errr 15.888 13.403 
Insurance Co. Stocks .... 13.668 21.220 


Industrial & Misc. Stocks 49.256 44.167 


TOTAL STOCKS ....100.000 100.000 

At that time bonds constituted 
52.72% and stocks 39.82% of the 
total admitted assets of the fire and 
marine companies as against 71.81% 
bonds and 18.82% stocks seven years 
earlier (December 31, 1921), while 
bonds constituted 65.94% and stocks 
23.07% of the assets of the casualty 
and surety companies, in 1928 as 
against 78.28% bonds and 10.18% 
stocks on December 31, 1921; a sub- 
stantial decrease in the percentage of 
bonds and still greater increase in the 
percentage of stock-holdings for both 
classes of companies during the seven 
years period 1921-1928. 





QOS > 
LTHOUGH there are few legal 
restrictions upon investments 


by fire and casualty companies in 
common stock of other corporations, 
such investments by life companies 
are generally prohibited or restricted. 
It is my opinion, however, that com- 
mon stocks are not desirable for in- 
vestment by fire and casualty carriers, 
or by surety companies, unless to a 
very limited extent. I am not dis- 
paraging common stock, as such. It 
is essential to the organization of 
corporations of every nature, and we 
cannot imagine our modern industri- 
al and economic system without cor- 
porations, but common stocks in their 
very nature are speculative, however 
legitimate the purposes of the organi- 
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zation, and “Speculation” and “In- 
surance” to my mind are contradic- 
tory terms. ; 

Certainly the reserve and the sur- 
plus of insurance companies should 
be invested only in senior securities. 
It may be argued with considerable 
merit that a company should have 
greater freedom in the investment of 
the capital contributed by its stock- 
holders. Even so, this capital is as- 
sembled for the purpose of engaging 
in such lines of insurance as its char- 
ter and the laws may prescribe and 
not for the purpose of becoming part 
owner of a shoe. factory here, a cop- 
per mine there, and a bank some- 
where else. 

I believe that the ownership of 
stock in subsidiary or affiliated in- 
surance companies, or the control of 
different insurers through holding 
companies, is fraught with consider- 
able peril, of which we have had evi- 
dence on several @ccasions in the not 
distant past. I°am not unmindful 
that there are numerous affiliated 
companies now existing whose oper- 
ations I am not intending to criticise, 
and, indeed, I am not leveling criti- 
cism, even by inference, at any par- 
ticular group. I would not force 
immediate changes, if I had the pow- 
er, where there is no present need 
for it but I believe these affiliations 
should be discouraged in the future, 
and that such existing set-ups should 
adjust themselves to changing 
conditions, through reinsurance 
agreements, corporate merger, or 
otherwise, as individual circumstan- 


ces may make best. 
oS 


ESIDES avoiding investments 

of a speculative nature, I be- 
lieve it will be accepted without seri- 
ous contradiction that insurance 
companies, whatever their character, 
should diversify their investments. 
An insurance company should not 
have an excessive proportion of its 
assets in one investment any more 
than it should have an excessive 
amount of its risks exposed to a sin- 
gle hazard, or than a farmer should 
go year in and year out exhausting 
his soil with a single crop. These 
investments should offer a reason- 
able variety as to character, location, 
maturities and return. 

It is right and proper for an insur- 
ance company to supplement its 
underwriting profits and to build up a 
reserve through judicious investment 
policies. But the primary function 
of such companies is not investment, 
but insurance. They should follow 
such underwriting policies as to make 
their primary functions a source of 
profit, and not have to rely upon re- 
turns from their investments, espe- 


cially those of a highly speculative 
character, to make up for underwrit- 
ing losses. Where the insurance end 
of the business cannot be made pro- 
fitable, it should be discontinued and 
the organization should be converted 
frankly and exclusively into an in- 
vestment company. 

Possibly I may claim two distinc- 
tions for this paper, which has been 
prepared under a pressure which 
must detract greatly from any merit 
it might possess otherwise: I have 
gotten this far without using the 
term “investment portfolio,” and 
without saying, “there ought to be a 
law.” Doubtless our insurance codes 
can stand vast improvement; I know 
ours can, in Florida. But most of 
our State legislative bodies are 
through for this year, some of them 
for two years. Illinois has just 
enacted a law governing the invest- 
ments of life insurance companies 
which looks like a good one. Appar- 
ently its basic idea is to limit such 
investments in each case, to a speci- 
fied percentage of the company’s to- 
tal assets, and to a specified percent- 
age of the particular securities issue. 
If Superintendent Palmer will give 
the Convention a summary of this 
new law, and its underlying purposes, 
I am sure it will be most helpful. Re- 
gardless of deficiencies in existing 
laws, I believe that we as supervis- 
ing insurance officials can do much 
toward correcting past mistakes, and 
preventing future ones, in this field. 
Events change so rapidly that people 
are looking less to the legislative and 
judicial departments, and more to 
executive officials to correct wrong 
tendencies in our economic life, and 
the leaders of business are more 
ready to accept governmental guid- 
ance in getting out of the woods. 
More than ever before, the respon- 
sibility is ours. 





A discussion of Commissioner 
Knott’s address will be found 
beginning on page 18. 
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Crime In Its Relation To Insurance 


How the Right of the Individual to Own Properity May B 
by Attention to the Proper Forms of Coverage 


HE right of the individual to 

own property is the legal cor- 

nerstone on which our civiliza- 
tion and the capitalistic system has 
been built. This right of ownership 
gives the citizen authority to protect 
his property by the exercise of what- 
ever force is necessary and he can 
call for reinforcements from the po- 
lice, the army and every other agen- 
cy of the government. Nevertheless, 
the criminal, who wishes to acquire, 
in an awful manner, property now 
owned by someone else, finds it 
possible to circumvent and overcome 
all the guards which have been placed 
around property by both the indivi- 
dual and society. Faced with the 
grave possibility of loss through 
criminal action, the wise property 
owner not only takes every precau- 
tion to protect his belongings but he 
also insures himself, so that the funds 
necessary to replace the property will 
be available in the event that it is 
stolen. 


3urglary insurance was consid- 
ered in England as early as 1787 
when one William Weller of Caven- 
dish Place, London submitted a peti- 
tion to the Attorney General for a 


By MARTIN CULLERTON 


This is the Second Article on this Subject, the 
First Having Appeared in Our April Issue. 


royal charter and the exclusive right 
to insure against “loss of property by 
burglaries, highway and footpad rob- 
beries and public and private thefts.” 
The Attorney General refused on the 
grounds that the company would 
probably be subject to so much fraud 
and imposition that it would result 
in more crime than then existed, and 
secondly, that it would lead to slack- 
ness on the part of the assured in 
preventing, resisting, detecting and 
apprehending thieves. Only slightly 
daunted by this setback, Mr. Weller 
attempted to establish a second com- 
pany but was again unsuccessful in 
securing approval. The early rec- 
ords show that a number of other 
companies with the same object were 
projected in the period between 1787 
and 1888, when the first company ac- 
tually began operations, but none of 
them were ever fully organized or did 
more than issue a prospectus of the 
risk against which it was intended to 
insure. In 1888, however, a Scottish 
police constable named Allen, having 
failed to convince any of the London 


e Protected i 


insurance offices of the advisability 
of writing burglary insurance, turned 
his attention to those with headquar- 
ters in Glasgow with the result that 
the Mercantile Accident and Guaran- 
tee Insurance Company of that city 
began to issue burglary policies on 
the first of June, 1889. At the close 
of the year the assistant manager in 
charge of that business reported that 
over one thousand policies had been 
issued, that the premium income was 
1,090 pounds and that claims amount- 
ed to 214 pounds. During the follow- 
ing year, 6,364 new policies were 
issued, the premium income mounted 
to 4,638 pounds and the claims to 
2,009 pounds. The success of this 
first company encouraged a number 
of others and within five years a score 
of the English casualty companies 
were writing burglary insurance. 


SOK 


A’ in so many other lines of in- 
surance, a mutual company, The 
American Protective Mutual Insur- 
ance Company Against Burglary, 
was the first organized to transact 
burglary insurance in the United 
States. According to Michelbacher 
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and Carr', this company was organ-will again further subdivide our field 


ized in 1885 to write mercantile open 
stock coverage against loss by bur- 
glary, restricted to those due to 
forceful entry. A small volume of 
business was done in the vicinity of 
Reading, Pennsylvania where the 
company was organized. A flat rate 
of $5.00 per $1,000 of coverage, re- 
gardless of the class of merchandise 
covered, was charged by the com- 
pany. 

The Fidelity and Casualty Compa- 
ny of New York, probably heartened 
by the success of the English compa- 
nies in the burglary field, undertook 
to insure banks, bankers and other 
users of safes against loss of money, 
securities and other valuables through 
attacks by burglars about 1892. 
Other companies entered the field 
gradually until in 1900 the business 
was well established. 

In the intervening years burglary 
insurance has had a steady but some- 
what slow growth. In 1914 the total 
premiums written by all companies 
amounted to $4,225,594.00 and by 
1930 they had mounted to $36,219,- 
778.00. For the past two years 
burglary premiums, like those of 
every other casualty line, have suf- 
fered a marked decline and during 
1932 the total premium volume of 
all companies, according to the 1933 
edition of the Argus Casualty Chart, 
was only $27,112,254.00. 

E have, in a previous article, 

considered the protection of- 
fered by the insurance companies to 
the individual in his private, as dis- 
tinguished from his business, capac- 
ity. In that article (published in the 
April issue of the Journal of Ameri- 
can Insurance) we considered the 
residence burglary and theft policy, 
as well as the protection offered by 
the fire insurance companies through 
such policy forms as the riot and 
civil commotion policy, the various 
types of inland marine policies and 
automobile theft insurance policies. 
In considering the forms of indem- 
nity offered to the business man we 
will confine our discussion almost 
entirely to casualty insurance, since 
the direct losses due to crime are al- 
most entirely covered by the casualty 
companies. It is true that the fire 
companies, through the inland marine 
contracts covering property in tran- 
sit, have in recent years assumed a 
growing proportion of the loss due 
to crime but the hazard of criminal 
loss is only a small part of the risk 
assumed by the fire companies on 
such contracts. In this article we 
ie. Michelbacher & Carr. burglary. theft 
herv insurance. The proceedings of 


Actuarial Society Vol. XT, 
vember 23, 1924. 
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and eliminate those special insurance 
contracts which are intended to pro- 
tect banks and bankers from the fi- 
nancial consequences of lawless acts. 
The concentration of currency and 
negotiable securities in the banks 
makes them a shining target for 
every type of fraudulent and criminal 
activity and as a consequence it has 
been necessary to develop specialized 
forms in order to give the banker the 
protection he must have. The sub- 
ject of insurance of this nature for 
banks will be considered in a sepa- 
rate article. For the present we are 
primarily concerned with the busi- 
ness man, whether manufacturer, 
wholesaler or retail merchant, who 
in the course of his ordinary routine 
is constantly exposed to criminal at- 
tacks and who can completely pro- 
tect himself only through insurance. 

There are four avenues of ap- 
proach through which the criminal 
can strike at the business man and 
the insurance companies have de- 
vised a separate policy to cover each 
possibility of loss. They are, very 
briefly; as follows: —§ * 

1. His place of business may be burglar- 
ized in his absence and the merchandise 
which constitutes his stock of trade, to- 
ecther with furniture, fixtures and equip- 
ment. stolen. 

2. If he has a safe to protect money, 
extremely valuable merchandise or securi- 
ties, the safe may be forced open and the 
contents stolen. 

3. The place of business may be invaded 
by armed bandits during business hours 
and money or merchandise taken. 

4. A paymaster or messenger of the es- 
tablishment may he robbed on the street. 

Each one of these forms of insur- 
ance protection will be considered 
separately. 


Mercantile Open Stock Burglary 
Insurance 

Mercantile open stock burglary 
insurance is intended to furnish pro- 
tection to the manufacturer, whole- 
saler or retailer whose stock of 
goods may be stolen while the prem- 
ises are closed and the regular work- 
ing force is not present to protect 
them. It is called open stock because 
the merchandise insured is in exposed 
places about the premises for the 
most part, although a portion of it 
may be in a safe or vault. The poli- 
cy covers loss of and damage to the 
insured property which either re- 
sults from burglary or an attempt 
thereat. In the policy form burglary 
is defined as follows: “Burglary shall 
mean the abstraction of property in- 
sured under this policy from within 
the premises described, after feloni- 
ous entry into such premises, when 
such premises are not open for busi- 
ness, by actual force and violence, of 
which force and violence there shall 





be visible marks made upon such 
premises at the place of such entry by 
tools, explosives, electricity or chemi- 
cals.” Under this definition, losses 
caused by robbery or theft are not 
included under the policy coverage. 
For example, a daylight hold-up in 
which the employees are terrorized is 
not covered, nor is a loss caused by a 
criminal hiding himself in the prem- 
ises during the business hours and 
forcing his way out with stolen mer- 
chandise after the premises have 
been closed. 

The policy also defines the proper- 
ty covered and states that “merchan- 
dise shall mean all merchandise on 
the premises owned by the insured, 
or held by the insured as bailee, or in 
trust, or on commission, or sold but 
not removed from the premises, or 
for which the assured is liable to the 
owner thereof for such loss or dam- 
age as is covered by this policy.” The 
policy also covers furniture, fixtures 
and equipment owned by the insured 
or used by him in his business which 
are either stolen or damaged in the 
burglary. It should be noted that 
under this form of policy the legal 
liability of tailoring establishments, 
laundries, dyeing and cleaning shops, 
jewelry stores and like establishments 
for property of others which may be 
in their hands for repair, renovation 
or cleaning is completely covered. In 
order to be covered, the losses for 
which indemnity is sought must oc- 
cur within the premises which are 
defined as “the interior of that por- 
tion of the building which is to be 
occupied solely by the assured in con- 
ducting the assured’s business, with 
the exception of show cases and 
show windows not opening directly 
into the interior of the premises and 
with the exception also of public en- 
trances, halls and stairways.” The 
exclusion of show windows is due to 
the fact that property within them is 
particularly vulnerable, since a num- 
ber of criminal gangs have developed 
a window smashing technique which 
the police have found it very difficult 
to combat and which has led to very 
many heavy losses even though there 
may be alarm protection. The “snatch 
and run burglary” is over within a 
moment, while the central station 
alarm company usually finds it im- 
possible to send a squad in response 
to the alarm in less than three or 
four minutes at the least. 


Fe Tey 
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HE company places a number of 
restrictions and limitations on 
the protection afforded. It will not 
cover any loss or damage if the as- 
sured, any associate or any employee 


(Continued on Page 23) 











Notes About Insurance 
(Continued from Page 8) 


surance Department will prepare a 
bulletin presenting facts as to such 
legislation and members of the Cham- 
ber will be asked to interest them- 
selves in such measures where intro- 
duced. 


With a view to bringing about 
greater uniformity in the compensa- 
tion laws of the different states, the 
department will issue a_ bulletin 
showing recent trends in workmen’s 
compensation legislation and contain- 
ing a digest of the important pro- 
visions of the compensation laws of 
the various states. A survey of the 
amount of special insurance taxes, 
licenses and fees paid by the insur- 
ance business to the different states 
also will be made. In the last year 
it has been shown that approximately 
four per cent of such levies are 
turned over to the Insurance Depart- 
ments of the states, the remainder be- 
ing paid into the general revenue 
funds of the state treasuries. 


The Insurance Committee will be 
called upon to consider proposals to 
reimburse persons injured in auto- 
mobile accidents with a view to ascer- 
taining their practicability. The 
Chamber has expressed its opposi- 
tion to the principle of compulsory 
automobile insurance. It, however, 
recognizes the basic principles in- 
volved in the so-called financial re- 
sponsibility laws as equitable and 
conducive to improving safety condi- 
tions on streets and highways. 


The Committee will promote the 
Chamber’s policy favoring the crea- 
tion of sound retirement systems for 
business firms and corporations. It 
will make a study of the effects of 
government competition on the in- 
surance business and will further ex- 
tend its program of policy-holders’ 
education with a view to a better un- 
derstanding of the principles of in- 
surance and the institution which 
carries on the business. 


Fitzgerald Elected AT the adjourn- 
Federation Vice- ed annual meet- 
President ing of the Board 
of Governors of 
the Federation of Mutual Fire In- 
surance Companies, Mr. J. J. Fitz- 
gerald was elected vice-president. 


Farm Population FARM _popula- 
Now Largest in tion in the United 


History States totaled 32,- 
242,000 on Janu- 
ary 1, 1933. This compares with 


31,241,000 on January 1, 1932, a net 
gain of 1,001,000, according to the 
annual estimate of the United States 
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Department of Agriculture. The in- 
crease is the largest recorded since 
1920, the first year for which annual 
figures are available. The previous 
high mark was 32,076,916 in 1910, a 
census estimate and thus our farm 
population now is the highest in his- 
tory. 


Commissioners A COMMITTEE 
Hold Committee composed of Mer- 
Meetings on Na- ton L. Brown as 
tional Surety Chairman, Her- 
Problems bert L. Davis, 
Charles E. Gauss, 
Charles C. Greer, Ernest Palmer, 
Wilbur D. Spencer, and William A. 
Sullivan has been appointed by Gar- 
field W. Brown, President of the 
National Convention of Insurance 
Commissioners, to aid holders of 
real estate securities guaranteed by 
the National Surety Company. Meet- 
ings of this committee are being 
held at intervals and constructive de- 
velopments are expected soon. 


Committee THE special com- 
Reports On mittee named by the 


Medical Costs National Council on 

Compensation Insur- 
ance some months ago to determine 
the main reasons for the increase in 
mounting medical and hospital costs 
in connection with hospitals with 
compensation claims, has submitted 
its report. 


The committee finds that there has 
been a “very decided rising trend” 
in medical costs from 1920 to 1930. 
It states that “after adjustment had 
been made for law amendment both 
as to medical benefits and waiting pe- 
riods, the medical pure premium for 
the ten years had increased in New 
York state by approximately 71 per 
cent; in Texas 65 per cent; in New 
Tersey 100 per cent, and in Colorado 
73 per cent. The medical loss ratio 
for the same period increased in New 
York, 112 per cent; in Texas, 80 per 
cent; in New Jersey, 150 per cent, 
and in Colorado, 83 per cent.” 


The companies represented in the 
National Council pay approximately 
$34,000,000 to doctors and $6,000,- 
000 to hospitals for medical service 
each year, a sum which is approxi- 
mately 14 the loss cost in compensa- 
tion insurance. The committee feels 
that this feature of the business has 
not received the attention its im- 
portance warrants and as a corrective 
recommends “that every company 
which has not already done so obtain 
the services of a medical director, 
even if only on a part time basis.” 
For offices having an appreciable 
amount of business in different sec- 
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tions, it urges that zone medical di- 
rectors should be appointed. 


The recommendations offered by 
the committee are as follows: 


1. The education of company executives 
and field representatives in the importance 
of the medical problem, and in the aboli- 
tion of present practices prejudicial to good 
feeling between the company and the 
doctor. 

2. The creation of a medical division 
whose function would be as follows: 

(a) The selection of a staff of surgeons 
chosen entirely on a basis of competency, 
cooperativeness and adaptability. Business 
reasons should not be allowed to outweigh 
professional considerations in the choice of 
doctors. 

(b) All serious claims should be stud- 
ied by the medical division and appro- 
priate recommendations as to their medical 
handling submitted for the guidance of the 
claim division. The medical divison should 
be used freely by the claim division for 
advice on cases involving medico-legal 
questions. 

(c) The medical divisison should be 
charged with active collaboration with the 
claim division on questions of medical cost. 
Medical bills should not be reduced with- 
out discussion with the medical division 
and medical bills of an unusual nature 
should receive the attention of the medical 
division, 

(d) Where bills must be taken up with 
attending surgeons or doctors looking to- 
ward a reduction. it should be discussed by 
the companv’s doctor with the attending 
doctor. 

(c) The medical division should devel- 
on statistics on comnensation medical ex- 
nerience along the lines of disability and 
medical costs by iniuries, and conduct 
other appropriate statistical studies. 

3. A continuous, intelligent program of 
education with the assured to challenge his 
attention to medical losses. 

4 To provide adequate comparative sta- 
tistical information on medical costs to 
hranch claim divisions, for the territory 
they cover. F 


Reauests List of COM MITIS- 
Delinquent Agents SIONERS of 
Tnsurance of a 
number of states have asked all com- 
panies transacting business under 
their jurisdiction to submit a state- 
ment of all agents and brokers who 
are in arrears in the payment of any 
balances as of October Ist. 1933. on 
policies issued more than ninety davs 
prior thereto. Such statement shall 
show the name and address of each 
agent and of each broker in arrears: 
the amount due from each on the 
hasis indicated: the month in which 
the various items of indebtedness 
were incurred. The information in 
the manner specified must be filed 
with the department within thirty 
davs after the quarterly period. 
This action follows the recom- 
mendation of the National Conven- 
tion of Insurance Commissioners 
who. at their Tune meeting, passed a 
resolution urging that such details 
be gathered. Requests for this data 
(Continued on Pagé 26) 
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IX observe with much sympathy the disposition of 

the stock insurance magazines to express their 
rage at certain agents and others who have been en- 
gaged in “whispering campaigns” seeking to disparage 
the financial standing of various stock companies. 

The American Agency Bulletin says: 

“It has been proven recently, that the spreading of rumors 
can produce a run on an insurance company just as surely as 
on a bank. Such laws as applied to the banking business are 
in effect in many states. There is no reason why the insurance 
business should not be equally protected.” * * * “The indi- 
vidual, no less than the institution, falls victim to the rumor 
monger. No asset is more valuable than a good name, and 
none more easily destroyed.” 








And again the Underwriters’ Report makes the fol- 
lowing statement: 


“It is certainly not the part of wisdom for insurance men to 
spread rumors. After all, the insuring public is apt to judge 
the business as a whole, just as for a while they placed all 
banks in the same category because of the tribulations of a 
comparatively few compelled a nation-wide banking holiday. 
A whisper directed against a single company is apt to react 
against the business as a whole, and come back to rest itself 
on the doorstep of the agent or broker who first gave it 
currency. * * * Both as a practical business and as an ethical 
issue, agents and brokers, and particularly company men, 
should put a stop to circulating rumors about competing com- 
panies.” 

In commenting on the anti-gossip bill proposed in 
the State of New York, the Spectator says: 

“The person who maliciously libels an institution whose pur- 
pose is so strikingly for the benefit of the public should not 
escape punishment. The male Cassandra who has been in the 
habit of predicting, with no facts or reason, that this and that 
insurance company is on the rocks, that it can’t meet its 
obligations and that its policyholders, if they have claims, will 
get nothing, may be more careful when he reflects that he 
may have to prove his statements in court.” 


a < < 


ILLIAM B. JOYCE, Chairman of the Board of 
the National Surety Company, backs up the above 
quoted opinion by declaring that: 

“The present curse of the nation is the evil minded man 
who spreads his poisonous rumors, * * Insurance concerns 
should be spared further damage from vicious and_ stupid 
gossip.” 

“I have collectively addressed and ordered my associates to 
refuse to talk to anyone who indulges in conversation about 
the weakness of any institution whether it be banking or in- 
surance, and I recommend other business men do the same in 
our effort to end the menace nation-wide.” 


It is with a sense of satisfaction that we quote the 
passages referred to, since they coincide so completely 


with the thought of frequent editorials which this pub- 
lication has printed in the past. Our satisfaction is 
also somewhat tinged with amazement when we re- 
member how these same magazines and Mr. Joyce have 
in recent years made it a part of their routine to spon- 
sor and spread crudely incredible stories about the 
mutuals. It is not our desire to worry our competitors 
by mention of their past sins. Rather than that, we 
have the impulse to rejoice that the stock company 
policy of innuendo has at last been seen by its authors 
in its own baleful light. 
oOo 


OW fine it will be henceforth to feel assured that 

the stock insurance company press will put con- 
science above expediency and if it cannot print the 
truth about mutuals will refrain from printing the 
curiously garbled misstatements which were so often 
characteristic of their editorial pages in the good old 
whoopee days. 

What a relief, for example, it will be to settle down 
for a pleasurable half hour with the news so excellently 
reported in the Insurance Field without running into 
some stupid blurb about the mutuals being so markedly 
communistic in character that the business man should 
avoid them as something akin to the red flag of revo- 
lution. 

Then the public will be pleased also to leaf through 
the pages of the American Agency Bulletin and find 
nothing to insult its intelligence in the way of counsel 
that a boycott will get you if your store or factory is 
mutually insured; and the Underwriters’ Report will, 
of course, be from now on free from the ridiculous 
propaganda that mutual companies are unreliable, un- 
stable and fail with consistent regularity. 

Nor will the Spectator specialize in pointing out the 
misinformation that mutual assessments are likely to 
bankrupt the policyholder and are indeed prone to fol- 
low him to the grave and beyond. Maybe, too, the 
erstwhile accurate Weekly Underwriter will not repeat 
its recent attempt to discredit the mutual financial 
resources by adding in some billions of the assets of 
the Metropolitan Life Insurance Company (itself a 
mutual) as a part of the resources of a stock company 
group, and then making comparisons with the resources 
of the mutual companies. 


ae 


ie WILL be nice, likewise, if Mr. Wilfred Kurth, as 
well as Mr. Joyce and Mr. Wellington Potter, re- 
solve to cancel the absurdities out of their statements 
before giving utterance to comments which have here- 
tofore been calculated to set up bogeymen in the path 
of the unwary insurance buyer. If this had all hap- 
pened a year ago we might have included Uncle Edson 
Lott among those mentioned but, things being as they 
are, he is not likely to start his propaganda mill again. 

Mr. James A. Beha, General Manager and Counsel 
of the National Bureau of Casualty and Surety Under- 
writers, puts the whole matter in a nutshell, if not in 
a mouthful, when he recently declared, “Just now 
whispers are spraying their venom upon business and 
we will all suffer from the effects. There is one thing 
to do when a snake blocks the path, it must be crushed. 
Likewise, there is but one thing to be done to these 
whispers—their heads must be crushed. This serpent 
must be killed and the whispers ended.” We have 
never gone thus far and advocated capital punishment 
for whispers, but we do think that a good stretch of 
time in jail or a substantial fine might well be the 
penalty for deliberate untruth spread in print or by 

(Continued on Page 18) 
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Lifelights Against a Business Background 
Going Along with the Code and Getting Acquainted with “Nira” 


NEVER would have believed 
it possible,” exclaimed Phine- 
has Busby, from the depths 


a 


‘of a reclining chair on the shady 
porch of his suburban home. It was 
Sunday afternoon, and I had drop- 
ped in for a neighborly chat. Busby 
lives in the biggest house on our 


block—otherwise one of modest 
residences. About five years ago he 
retired from business, a successful 
manufacturer who had been wise in 
his investments, and had plenty to 
keep him in comfort for the rest of 
his life. He got out at the right 
time. Since then he had been watch- 
ing the downhill journey of busi- 
ness and industry with critical, but 
not unsympathetic, eye. He was 73 
years old, but seemingly as physi- 
cally fit and mentally alert as he had 
been at any time in his active career. 


“T never would have believed it 
possible,” he repeated, knocking the 
ashes from his long Havana. 


“What?” I asked. 


“That this nation of rugged indi- 
viduals,” he chuckled, “would in my 
life time consider seriously as a na- 
tional policy the sort of cooperative 
planning in business and industry 
which we are now actually begin- 
ning to practice. But experience 
teaches, and it is clear that the les- 
sons of recent schooling have not 
gone for nothing. Of course it is 
obvious it would never have been 
tried without the sort of daring and 
clearheaded leadership that stepped 
into the gap at the moment of great- 
est crisis.” 


“You approve it, then?” I said. 
“I have been curious to get your re- 
action to it.” 


“I do, my boy, I do,” he answered, 
with some fervency. “That is I 
approve it in principle, as the diplo- 
mats say. It is in the right direction 
—the only direction by which this 
nation may hope to emerge from its 
difficulties without far more serious 
loss than it has sustained. Of that 
I am convinced.” 


SS > 


E took a half dozen contem- 
plative puffs on his gradually 
shortening cigar. I held my silence, 


By S. J. DUNCAN-CLARK 


aware that he was turning the thing 
over in his mind, and would have 
more to Say. 


“The days of ruthless industrial 
exploitation and conscienceless com- 
petition are at an end in this coun- 
try—or they had better be if we 
want to salvage what is best in 
American social and governmental 
ideals and traditions. I played my 
part in those days with the next 
man. I did things of which I am 
ashamed today—I did them because 
I believed them necessary to my sur- 
vival, and, like most other fellows, I 
considered that an important end to 
serve. Maybe I over-estimated. its 
importance,” he added with a smile. 
“But now I see, as I look back at it 
all, that the wolf game which kills 
the weakest in the pack, is not fitted 
to the needs of human society, and 
that a rugged individualism carried 
to undue lengths leads to a ragged 
mass clamoring for its right tosurvive. 


“Life, I am convinced, must be 
good for all of us if it is to be really 
good for any of us. There will con- 
tinue to be differences in individual 
capacity for the development and 
enjoyment of its opportunities, but 
those opportunities should be avail- 
able to the measure of every man’s 
capacity—and when I speak of every 
man of course, with my customary 
gallantry, I embrace the women and 
the children. 


“As to the economic intricacies of 
the national recovery plan I do not 
venture to speak. Necessarily a re- 
adjustment so thorough and so com- 
prehensive involves many difficulties, 
some of which will be discovered 
only in the course of the experi- 
ment. In a world as complex as our 
own, human wisdom cannot foresee 
everything that may happen when a 
new pattern is applied to the rela- 
tions and behavior of men. The 
only possible precaution is to per- 
mit a measure of elasticity in the 
pattern, so that it may change read- 
ily in detail without undergoing its 
fundamental design. As far as an 
old codger like myself can judge that 
precaution has been taken.” 


“Do you think there will be gen- 
eral and loyal compliance with the 
new order of things?” I asked. 


“My boy,” he said slowly and a 
little solemnly, “that is a hard ques- 
tion, human nature being what it is 
—the product of habits of thought 
and action developed in years of 
struggle. I am inclined to think that 
human nature rather than the facts 
of political science and economics 
will prove the severest test for Nira, 
the promising debutante daughter of 
Uncle Sam. It is difficult to drop 
the old ways. I have no doubt that 
some of my former competitors at 
this moment are consulting legal 
authority as to means of evading 
Nira’s requirements, and getting the 
edge on their rivals in business. But 
Nira is an athletic maiden and not 
unfurnished with means for dealing 
with human nature when it becomes 
unruly or recalcitrant. Probably 
she will have to do some disciplin- 
ing. 


Seyi 


“es despite old habits, 1 have 
faith that thousands of men in 
business and industry have devel- 
oped a point of view in the last 
quarter century which will carry 
then) in reason and sympathy to 
hearty cooperation with Nira. Many 
of them have thought often of a bet- 
ter way for life even while follow- 
ing the old road. Now that the way 
has become an actual possibility 
rather than a dream, they will accept 
it gladly. I count on them to make 
Nira the triumphant success she de- 
serves to be. And let me say this— 
if America now does not choose to 
follow Nira whole heartedly, when 
next she faces a choice of leadership 
it may be a much less pleasing and 
considerate damsel who will present 
herself.” 


He rose and went to the open 
door of the house. “O, mother,” 
he called, “could you put on another 
plate. I want my friend to enjoy 
one of your famous Sunday evening 
snacks !|”" 
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“Whispering” 
An Editorial 


(Continued from Page 16) 


Other Views On Investments 


A Discussion of Commissioner Knott’s Address 
By HON. HERBERT L. DAVIS 


Superintendent of Insurance, District of Columbia. 
ExcERPTS FROM A PAPER GIVEN BEFORE NATIONAL 


word of mouth about insurance 
companies. Agents and brokers and 





advertising departments of certain 
stock insurance companies and 
groups have for many years been all 
too ready to “tell "em anything to 
sell ’em.”” Nice fellows, too, these 
men who so adroitly threaten, cajole 
and misdirect insurance prospects— 
personally attractive and anxious to 
stand high in their communities— 
they yet have yielded to the danger- 
ous temptation which so often ac- 
companies greed for volume in busi- 
ness. It would be a distressing spec- 
tacle to see them in jail or mulcted 
in the sum of one or two grand for 
each infraction of the command- 
ment “Thou shalt not bear false wit- 
ness,” thus interfering with the 
scale of living to which they are ac- 
customed. However, since the stock 
company world is itself beginning to 
see how unfair the whispering cam- 
paign can become, perhaps there will 
be a general housecleaning to rid the 
husiness of such nonsense. 


S a matter of fact, the mutuals 

have not suffered much from 
this type of propaganda because its 
falsity has been so easily recognized 
by business men who took the trou- 
ble to inquire into the history of 
the various types of insurance car- 
riers. Since before 1800 the stocks 
have continually sought to discredit 
the mutuals, but the mutuals have 
grown year after year until now, in- 
cluding the life insurance of the 
country, they handle over 52 per 
cent of all kinds of coverage placed. 
A large section of the public has 
learned to let the stock criticism go 
in one ear and out the other because 
the superiority of mutual insurance 
has generally become too well estab- 
lished to be controverted by mere 
hearsay. 


But the stock companies have 
found themselves in a different po- 
sition. Some of them having been 
caught in queer practices and odd 
positions in the financial world it 
has been easy for the public to be- 
lieve tell tales which, although gross 
fabrications in most instances, have 
had a strong semblance of truth 
when noised about sub rosa. 


Chickens come home to roost—a 
bad penny always returns—and in 
the final analysis whisperers find 
their nemesis in echoing and re- 
echoing whispers. 





CONVENTION OF 


AVING carefully studied the 
address on the subject of “In- 
vestments of Insurance Com- 

panies” by our talented colleague, 
Honorable W. V. Knott, Treasurer 
and Insurance Commissioner, State 
of Florida, let me say that it has 
proved most illuminating and com- 
prehensive in its scope. 

Only by maintaining the excel- 
lence of service and dependability 
—by continually striving to improve 
can supervisory officials retain and 
justify their right to leadership. 
Time after time, officials have blazed 
trails of development and accom- 
plishment. After all, as so well 
said by our leaders of earlier days, 
it is we, ourselves, who erect the 
standards we fall short of. The 
ideal supervisory official must be 
adequately endowed by nature, fully 
informed by study, perfectly disci- 
plined by practice, open-eyed to his 
opportunity, and loyal and devoted 
to the important duties entrusted to 
him. 





There are supervisory officials by 
nature just as there are poets by na- 
ture. The official, destined for lead- 
ership should ever guard two great 
gifts, namely, the one being intel- 
lectual, the other moral. One is the 
power to perceive the true relations 
of things, and the other is the dispo- 
sition to see justice done. This abil- 
ity to see the true relations in which 
things stand to each other and the 
determination to deal justly and 
fairly with the company and the 
policyholder—what is that but com- 
mon sense magnified? And who will 
not admit that common sense is al- 
ways a gift of nature? If you know 
of any institution of learning that 
can confer an honest degree in com- 
mon sense and high integrity, let me 
know with promptitude—there are 
several men rather high up in the 
financial districts who should be 
sent to such an institution. I would 
gladly contribute toward the neces- 
sary tuition fees. 

If one is born with common sense, 
the institution of learning will give 
it breadth and power. If one is born 
without common sense, the college 
or university will only make the de- 
ficiency highly conspicuous. The 
Spaniards have a proverb, “A fool is 
never a great fool until he knows 
Latin.” We all have seen so-called 
investment specialists who would 
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have been stronger if they had relied 
more on their reason and less on 
their extended research. Even on 
the bench I have known men who 
would have been better judges if 
they, as lawyers, had graduated from 
the University of Common Sense. 
This is evidenced by decisions con- 
fusing imsurance with surety and 
bonding transactions. 

Dona 


ROBABLY you are beginning to 

realize that I am not speaking 
about supervisory officials in general, 
nor about any official in particular, 
but about the supervisory official 
charged with the duty and responsi- 
bility of safeguarding insurance 
companies in the matter of their in- 
vestments. I suppose even the head 
of an Insurance Department may be 
permitted to have an ideal. As we 
speak of the philosopher, the mathe- 
matician, the inventor, I presume 
we may speak of the insurance su- 
pervisory official. If the perfect 
official along those lines has never 
really existed, neither has the per- 
fect lawyer, artist, musician or 
statesman. It is one of the proofs 
of man’s essential greatness that he 
has never satisfied himself in any 
direction. In paraphrasing a state- 
ment long since made by the re- 
nowned Elizur Wright, let it be re- 
membered that a little learning about 
investments and insurance is very 
dangerous. The crowning proof of 
the leadership, about which I am 
speaking, is the ability to separate 
facts from fiction. While the science 
of investments enters very largely 
into our work, that is only com- 
mon sense refined. 

Now, let us discuss a concrete 
case. Iniquitous provisions incor- 
porated in releasing clauses of deeds 
of trust have resulted in very ex- 
tensive losses. Therefore, I urge 
upon you to scrutinize any and all 
deeds of trust, and if you find words 
substantially as follows embodied 
therein, by all means reject the in- 
vestments. The terms to be guarded 
against read substantially as follows: 

“The said parties hereto of the second 
part, or the trustee acting in the execution 
of this trust, shall thereupon have power 
to release and reconvey said land and 
premises, as aforesaid, without the pre- 


sentation or cancellation of said notes or 
anv of them.” 


Provisions, such as indicated, have 
resulted in racketeers naming straw 
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Somewhere Within Areas Such As This Suburban Section, Promoters are Wont to Ply Illicit Investment Trade 


men or office boys as trustees, result- 
ing in the release of trusts and mis- 
appropriating and embezzling the 
funds derived therefrom. Let me 
insist that this point be stressed that 
insistence by the insurance company 
in naming its own trustee is of para- 
mount importance. 
RESIDENT Franklin D. Roose- 
velt recently pointed out that: 
“At no time in our history has it been 
more important that the American people 


should return to the practice of the fun- 
damentals of true thrift than. now.” 


A wonderful service could be per- 
formed by life insurance companies 
and by supervisory officials in more 
adequately setting forth, especially 
to our eligible, young people, the 
manifold advantages of life insur- 
ance, combined with home owner- 
ship, in lieu of speculation. It is de- 
sired, at this juncture, to caution ex- 
aminers and all others connected 
with State insurance departments to 
refrain scrupulously from making 
any comparative statements, either 
orally or in writing, respecting the 
financial standing or seeming advan- 
tage of one insurance company over 
another when such companies have 
been duly licensed to transact busi- 
ness in the respective jurisdictions. 
Annual statements of the various 
companies constitute public records 
setting forth essential details inci- 
dent to investments and kindred sub- 
jects. 

The following words of United 
States Attorney General Cummings 
are especially appropriate in dealing 
with securities and other assets held 
in trust: 

“T have said before, and I say again, 
that those who have considered it legiti- 
mate to gamble with other people’s money 
must abdicate their leadership and those 
who have thought that the center of our 


Government is located in the financial dis- 
tricts must learn that its proper seat is at 
Washington. This is not a program of 
partisanship, it is a program of patriot- 
ism which I am confident that people of 
America, without respect to previous party 
affiliation, will welcome with glad hearts.” 

Initiative and intuition travel to- 
gether, and it is your duty and mine 
to impress especially upon the minds 
of the examiners who have not had 
extended experience that they should 
seek their companionship and guid- 
ance. One or the other may tell 
them that securities offered for their 
inspection and valuation are not 
“permanent fixtures.” Thus they 
are warranted, without advance no- 
tice, later on, seemingly “to verify 
data jotted down in their work 
sheets,” in dropping in on the sus- 
pected parties. Thereby, they may 
disclose the nefarious schemes at- 
tempted to be worked on them, 
through borrowed or temporarily 
substituted high-grade securities, in 
the place of defaulted or worthless 
ones. 

If mistrust is not substantiated, 
no harm has been done and no one 
has been wronged. In several in- 
stances, I have been able to know, 
almost with mathematical precision, 
when to return to an apparently 
completed investigation pertaining 
to the verification of securities held 
in trust estates, and discovered ir- 
regularities such as I have just spo- 
ken of. The parties guilty of fraud 
never indulge in any thought as to 
the effect on the future career of the 
examiner who is beguiled into ap- 
proving spurious transactions. 


“a wen 


CCORDING to the Harlan rule 
of reason (laid down by Hon- 
orable Byron B. Harlan, Chairman, 
Committee on Revision of the 


Laws, United States House of Rep- 
resentatives), accepted in the lead- 
ing jurisdictions, all bonds or other 
evidences of debt, having a fixed term 
and rate, held by any insurance com- 
pany, duly licensed and authorized 
to do business, if amply secured and 
if not in default as to principal or 
interest, shall be valued as follows: 
If purchased at par, at the par value; 
if purchased above or below par, on 
the basis of the purchase price ad- 
justed so as to bring the value to 
par at maturity and so as to yield, 
meantime, the effective rate of inter- 
est at which the purchase was made: 
PROVIDED, That the purchase price 
shall, in no case, be taken at a higher 
figure than the actual market value 
at the time of purchase: PROVIDED, 
FURTHER, That the Insurance Depart- 
ment shall have full discretion in de- 
termining the method of calculating 
values according to the foregoing 
rule, and the values found by said 
department in accordance with such 
method shall be final and binding: 
AND PROVIDED FURTHER, That any 
such insurance company may return 
such bonds or other evidences of 
debt at their market value or their 
book value, but in no event at an 
aggregate value exceeding the ag- 
gregate of the values calculated ac- 
cording to the foregoing rule. 


In our discussion of these com- 
plex questions, I am assuming to 
speak to you with respect to know- 
ledge gained after events have tran- 
spired. I have faith in the first trust, 
real estate mortgage—past, present 
and to come. Today, it is one of the 
potent investments open to mutual 
savings banks, which, under honest, 
discerning management, enables them 
to safely and steadily build up their 
surplus. While the mortgage just 
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specified is not especially liquid in 
form, it has been profitable in the 
past and this quality must always 
make it the corner stone of savings 
bank investments. I have strictly in 
mind the guaranteed first mortgages, 
free from the reprehensible releasing 
clause, about which you have been 
cautioned. 

It will be remembered that we 
have discussed the subject of bonds, 
and the same general principles, as 
to sinking funds, apply with equal 
force to the so-called real estate 
issues, due serially, and secured on 
mortgages on office buildings, the- 
aters, hotels and other structures. 
The rather marked reduction in 
rents, during the recent past, has, in 
many cases, made it impossible for 
the mortgagors to more than cover 
taxes, maintenance and interest on 
the bonded debt. Hence, inability to 
meet a serial maturity has resulted, 
in many instances, in foreclosure and 
loss of equity. If such foreclosure 
enabled holders of the outstanding 
deeds of trust or bonds to realize the 
principal amount of the debt, or even 
a substantial portion thereof, it would 
have more to recommend it, but as 
we all realize, a forced sale so often 
results in a deficiency judgment that 
is seldom liquidated. So all parties 
at interest lose by such proceedings. 


SOC 


NVESTIGATIONS and reports 

by independent realtors or certi- 
fied public accountants are warranted 
in many instances; new appraisals 
are often justified. In the case of 
real estate issues, based on improved 
properties, it is essential that the in- 
vestigators obtain the actual income 
yield as of the date the report is 
submitted. Not in any case should 
any action be taken with respect to 
estimated rental yields, or those 
rentals of record when the proper- 
ties were first financed. It should be 
constantly borne in mind that the re- 
port should, in each and every case, 
be based on current figures. Thereby, 
it is frequently desirable to take 
prompt, effective steps with the view 
of having real estate taxes properly 
adjusted to the conditions as set 
forth in the current reports. 


It would be folly to assume that 
examiners or supervisory officials, in 
matters and things pertaining to in- 
vestments and insurance are expect- 
ed to be specialists in each and every 
line relating to such manifold duties 
as confront them, from time to time. 
As an illustration, you may be au- 
thorized and directed to ascertain 
and report upon the probable market 
value of various parcels of improved 
real estate, running into hundreds of 
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thousands of dollars. You may be 
acting as trustee of an extensive 
estate; it may be desirable to dis- 
tribute the real estate “in kind” to 
the parties properly entitled thereto. 
In whatever manner the problems 
may arise, insist that your authority 
be broad enough to employ three 
reputable realtors, from separate and 
distinct offices; that the inspections 
of properties be made separately, 
and that the reports be rendered 
independently. Ultimately the find- 
ings will be your own—no divided 
responsibility. The fees or commis- 
sions of realtors are properly charge- 
able to the estate or company under 
accounting. If you are proceeding 
under order of Court, it is reason- 
ably certain that every adequately 
equipped jurist will see the wisdom 
of making the orders clear and spe- 
cific on the important points just 
emphasized. Acting in a fiducial ca- 
pacity, it is your privilege to accept 
or reject any or all appraisals sub- 
mitted to you. Your own investi- 
gations may develop a buyer who is 
willing and able to purchase the 
property from you direct—in your 
representative capacity—at a price 
far in excess of any submitted ap- 
praisal. These factors should influ- 
ence the court in properly fixing your 
own compensation. 


An important case which deserves 
close study and consideration by you 
—bearing upon these matters under 
discussion—is that of the Estate of 
Jay Gould, deceased — designated 
Gould vs. Gould, 126 N. Y. Misc. 
Repts., 54. In New York, actions on 
intricate accounts, under State Court 
practice, are determined now, as in 
colonial days, by referees instead of 
by juries. This is, comparatively 
speaking, a recent case, yet it has 
stood the tests of the courts. James 
A. O’Gorman, Esq., was the Referee, 
and his reports are masterful con- 
tributions to the science of invest- 
ments. The Referee dealt with in- 
vestments made by trustees of said 
estate. He found that many of these 
investments were improper, improvi- 
dent, speculative and tainted with 
the personal interests of the trustees, 
such as we have found, from time 
to time, receiving the sanction of in- 
surance and bank officials—recreant 
to their duties and obligations. The 
trustees in the Gould estate were 
held liable for losses. 


With respect to assets of life in- 
surance companies and banking in- 
stitutions, a definite duty devolves 
upon you and me to be diligent in 
safeguarding such assets, remember- 
ing that the moneys of other people 
are being dealt with—the highest 


degree of trusteeship — especially 
when very many of the policyholders 
have no commanding voice in the 
management of the financial affairs 
of such institutions. Our work re- 
quires courage, which, at times, is 
fortitude under high pressure. It is 
our privilege to make mistakes, and 
we learn by them, but, by all means, 
let us not make the same mistakes 
more than once, or it may become an 
undesirable, costly habit. 


New Insurance Laws in 
Illinois 


IXTEEN Bills affecting the busi- 

iness of insurance passed by the 
General Assembly, have received the 
approval of the Governor and are 
now the law of the state. All of 
this legislation was approved or 
sponsored by the Department. A 
brief summary of the provisions of 
some of the more important of these 
new laws is as follows: 

House Bill No. 123. Provides that 
all policies insuring any person 
against loss or liability or death or 
for any injury to the person or to 
the property of another shall be 
deemed and construed to contain a 
provision that the insurer is liable to 
the injured party and the insurer 
may be proceeded against after the 
rendition of final judgment in favor 
of the injured person. 

House Bill No. 507. Grants to the 
Director of Insurance, with the ap- 
proval of the Governor, certain ex- 
traordinary powers during the pres- 
ent emergency to deal with insurance 
companies and to appoint conserva- 
tors and take any measures for the 
purpose of safe-guarding the inter- 
ests of the policyholders, benefici- 
aries, creditors and the public gen- 
erally. The Act expires by limita- 
tion on June 30, 1935. 

House Bill No. 630. Provides that 
the reserve deposits of life insurance 
companies shall be in such securities 
as are required under the Life In- 
vestment Act. 

House Bill No. 745. Permits mu- 
tual corporations to have a guaranty 
capital of not less than $10,000.00 
nor more than $200,000.00, to be 
used for the payment of losses in 
the event of the lack of other assets. 
It gives guaranty shareholders a 
voice in the management of the 
company by allowing them member- 
ship on the Board of Directors not 
exceeding one-third thereof. 

House Billi No. 822. The most im- 
portant piece of insurance legisla- 
tion enacted by the present General 
Assembly regulates the investments 
of life insurance companies and con- 

(Continued on Page 32) 
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Conditions and Limits of Insurance 
The Philosophy of the Problem of Covering Many Varities of Hazards 


UST as insurance has not been 

feasible at every stage of eco- 

nomic evolution it is unlikely 
that there will ever be insurance to 
cover every financial need that can 
possibly be conceived. Insurance is 
dependent upon very definite condi- 
tions, and only where they exist can 
an insurance scheme be successfully 
realized. Thus, for instance, suit- 
able means of saving values, that is, 
a comprehensive accumulation of 
capital, must first exist, before insur- 
ance can be carried on. Views, how- 
ever, as to the requisite conditions 
have considerably changed in the 
course of time. The experience ac- 
quired from many insurance ven- 
tures teaches that proud organizations 
have been built up on foundations 
which in times of lesser develop- 
ment had been regarded as unsuit- 
able to build on. 


And it would be strange, indeed, if 
in an age during which all traffic was 
revolutionized insurance should have 
proved incapable of expansion. The 
very progress made in traffic and the 
transportation business, for instance, 
by the appearance of the railroads, 
carried new risks for human life and 
commodities in its wake, and no 
matter how much the mechanical de- 
vices for the safety of human life 
and commodities may be improved, 


In Adequate Fashion 


By PROF. DR. ALFRED MANES 


progressive technical development is 
constantly creating new dangers to 
human life and property, which were 
previously unknown. As illustrations 
in point we may refer to the appear- 
ance of the automobile and the prog- 
ress made in aviation and air-traffic. 
More than ever before our modern 
life wends its way among a vast 
multitude of latent dangers, fre- 
quently called forth by the steadily 
progressing subjugation of elemen- 
tary forces, control over which in 
numberless cases is intrusted to in- 
dividual operators. The latter not 
infrequently bring about ruinous 
disaster, whether on account of in- 
sufficient training for such control 
or through over-confidence because, 
growing too familiar with the dan- 
ger daily confronting them, they 
may, just once, be careless in meet- 
ing it. Following these develop- 
ments, the conditions required have, 
in a certain sense, been gradually re- 
duced and restricted in different re- 
spects. 


ra ae a 
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T is possible that although an eco- 
nomic need for a certain kind of 
insurance exists, the attempt to solve 


the problem nevertheless fails. In 
such a case the impediments may be 
lack of knowledge of the fact enter- 
ing into the matter, deficient organ- 
izing ability, legal restrictions, etc. 
On the other hand, the successful 
realization of an insurance project 
is by no means assured by the fact 
that no legal restrictions exist and 
that eminent organizers and adequate 
technical equipment are available, 
unless the economic need for the in- 
surance exists among a sufficiently 
large number of people and they have 
both the desire and financial ability 
to make use of it. 


The opposite to the conditions on 
the one hand are the limits of insur- 
ance feasibility on the other hand, 
both being either objective ones, re- 
lating to the nature and qualities of 
the risk involved, or subjective ones, 
referring especially to the moral 
qualities of human individuals, 


Consideration of these conditions 
and limits may well be taken up hand 
in hand with each other, and is not, 
as it might seem, of purely theoreti- 
cal but of great practical importance, 
especially as it becomes apparent 
how under the stimulating effect of 
intense economic development the 
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insurance idea was similarly devel- 
oped beyond every anticipation with- 
in a relatively short time. 

As far as the subjective condi- 
tions are concerned, economically 
active man must, first of all, feel a 
desire for insurance, and beyond that 
he must be mentally, technically, and 
financially capable of realizing his 
desire. The history of insurance 
shows how much time it took until 
these subjective requirements existed 
and how, prior to that, people had to 
get along using all sorts of other ex- 
pedients. Such substitutes for in- 
surance are still being used to this 
very day to provide for a number of 
different needs. 

An essential subjective condition 
determining the insurability of indi- 
viduals is their financial responsibil- 
ity. Those who cannot pay a pre- 
mium seem to be excluded from en- 
joying insurance. Modern social 
policy in Europe however, which was 
unknown up to a few decades ago, 
has wrought a change of this view. 
In lieu of money the labor of the 
impecunious is accepted as_ their 
contribution—at least the German 
Social Accident Insurance may be 
explained in that way, unless we pre- 
fer to interpret it as liability insur- 
ance on the part of employers. 





QwNet 
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T the first glance it would seem 
A as though the entirely acct- 

dental happening of the event 
had to be an indispensable objective 
condition of all insurance. It was 
pointed out before, however, that it 
is sufficient for the accidental feature 
to manifest itself in any way, even 
though it be merely with respect to 
the amount or duration of the need 
created. The history of insurance 
teaches us that the requirement of 
accidental happening has been re- 
stricted to an ever increasing extent. 
Once it was believed that only where 
the bringing about of the insured 
need by the insured party was either 
impossible or practically excluded 
could insurance be thought of, a 
minimum of space being thus left to 
arbitrary action on the part of the 
insured. Arbitrary actions not to be 
considered as covered by insurance 
were for instance, if the insured im- 
paired his chances of survival by un- 
dertaking a sea-voyage or changing 
his occupation or joining in warfare. 
In these cases the insured or his legal 
successors forfeited their claim to be 
indemnified for any loss sustained. 
Gradually the conviction gained 
ground that the accidental feature 
was not essentially interfered with 
by including all these cases in the in- 
surance cover; hence, according to 
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the policies issued by most compa- 
nies, an insured may now commit 
suicide or join in warfare or under- 
take sea-voyages of any length and 
yet the validity of his insurance will 
not be interfered with to any appre- 
ciable extent. 


And not only has the condition re- 
quiring accidental happening been 
restricted within the existing insur- 
ance branches, but beyond that new 
branches of insurance were intro- 
duced, among them such as where 
the arbitrary action of the insured 
himself is the very factor that causes 
the loss requiring insurance cover. 
Thus liability insurance is to a cer- 
tain extent insurance against the 
consequences of the insured’s own 
negligence and carelessness. This 
very form of insurance may be justly 
cited as a typical instance of the ex- 
tension of insurance limits, which be- 
came an economic necessity through 
the modern traffic laws. Unemploy- 
ment too furnishes a sufficient ele- 
ment of chance, at least when it is 
not due to the insured’s own fault, 
and similarly the financial losses re- 
sulting from strikes, barring certain 
exceptions, have been recognized as 
insurable risks. The problems to be 
solved in unemployment insurance 
have to do with practical methods of 
limiting arbitrary action on the part 
of the insured and establishing an 
adequate control as a basis for the 
rejection of unjustified claims. 
There is significance also in the fact 
that insurance covering not only loss 
actually sustained but loss of profits 
as well is being issued in increasing 
volume. 

The accidental nature of the losses 
implies their sporadic occurrence, for 
if they were to happen to all parti- 
cipants in insurance at the same 
time (and, as an extreme case, in 
like amount) none of them would be 
benefitted by it, since the result 


would be that each would have 
to bear his own loss and _ the 
whole scheme would be useless. 


On the other hand, however, the 
event insured against must not hap- 
pen too rarely, as otherwise there 
would be a lack of psychologic im- 
pulse prompting participation in in- 
surance. Sporadic occurrence is to 
be required both locally and as to 
time, but there must be a perma- 
nent possibility of happening. 


— we 
Ao 


OTWITHSTANDING sporadic 
occurrence a certain regularity 

of the happening of losses—fre- 
quency at intervals not too far apart 
from each other—is considered to be 
another self-evident condition. That 
there has been no notable extension 


of limits in this respect is due to the 
fact that this condition is rather a 
psychologic than an economic one. 
People are only too prone to heed- 
lessness. Having failed to hear of 
a loss happening for a long time, 
they are likely to forget that it may 
happen—and happen to them. They 
do not feel impelled to make pro- 
vision. And while economic and 
technical conditions are being 
changed, human nature fails to keep 
step with such developments. 


The reverse of what was said of 
this condition as to time of happen- 
ing is true of a local one. Neither 
all nor even the greater part of the 
losses to be covered by the insurance 
must happen within too narrow a 
territory; on the contrary, as 
thorough a distribution as possible 
should take place over, the widest 
possible territory. When very severe 
hailstorms continually occur in the 
same region or a definite part of the 
country is frequently visited with 
cattle-plagues the inhabitants of oth- 
er parts will likely object to joining 
in a common insurance scheme with 
those exposed to exceptional dan- 
ger. These, however, owing to the 
great probability of losses happening 
just among their number, have not 
sufficient funds in the long run for 
mutual insurance protection of their 
own, since each must eventually cov- 
er each of the others. Difficulties 
of this kind, which often defied all 
efforts on the part of both charity 
and enterprise, have in some in- 
stances been removed by authoritat- 
ive decree of the government—and 
this applies equally to governments 
of the 14th and the 20th century— 
combining the inhabitants of its ter- 
ritory in a single compulsory insur- 
ance organization either with or 
without subventions to those ex- 
posed to exceptional risk of loss. 
And what may prove impracticable 
to a single government, like insur- 
ance against crop failure or dam- 
ages by floods, might well be attained 
by a number of states combining to 
form a common insurance organi- 
zation.* In doing this, the govern- 
ments of the states involved would 
merely follow the practice of private 
underwriters, as can be noticed of 
late in insurance against rainfall. 


SS 


SINGLE event, as for instance 

the fire of a house, may cause 

losses of many different kinds, and 

each class of losses thus called forth 

must be theoretically recognized as 
(Continued on Page 25) 


*While the main principles outlined by Dr. Mane; 
in this article are of universal application there are 
several observations made which we feel are more 
pertinent to conditions in Europe than to those in 
the United States—Editor. 
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Lawlessness Insurance 
(Continued from Page 14) 


is implicated as principal or accessory 
in effecting or attempting to effect a 
burglary, believing that this should 
be covered by a fidelity bond. Loss 
or damage contributed to or caused 
by fire is also excluded since it is 
felt that such loss should be covered 
by a fire policy. No recovery is al- 
lowed unless books and accounts are 
regularly kept by the assured in such 
manner that the exact amount of 
loss can be accurately determined 
therefrom, a protection against 
fraudulent claims. The other ex- 
clusions are against loss or damage 
to a watch or article of jewelry in 
excess of fifty dollars; against loss 
on merchandise held as a pledge or 
collateral for a loan in excess of the 
amount loaned or advanced; against 
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loss caused by invasion, insurrection 
or war ; against loss or damage if the 
conditions or circumstances of the 
risk are changed without the written 
consent of the company, against loss 
to merchandise, furniture or fixtures 
encumbered by a chattel mortgage 
and against loss or damage to plate 
glass or ornamentation thereon. 
SS 

HE insurance companies dis- 

covered, as soon as they had ac- 
quired a_ substantial volume of 
burglary insurance, that they were 
faced with adverse selection by their 
policyholders in two forms. The 
most serious resulted from the fact 
that those who had an abnormal ex- 
posure to burglary losses were 
anxious to secure insurance, while 
the risks which had an average ex- 
posure or better felt that their risk 
did not justify the high rates and 
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were slow to purchase such insur- 
ance. The companies have attempted 
to protect themselves by careful un- 
derwriting, refusing to accept risks 
in locations which had a bad experi- 
ence or where the past reputation of 
the insured led them to believe that 
the moral hazard was high, and by 
adjusting the rates according to the 
territory in which the assured risk 
was located and the type of proper- 
ty insured. The second problem 
arose from the fact that policy- 
holders limited the amount of their 
insurance to the expected loss and as 
a result almost every loss suffered 
by the companies was total as to the 
insurance, even though only a small 
amount of property was stolen. Of 
course, this practice resulted in the 
merchant being under insured in the 
event that the thieves managed to 
take a large part of his stock but 
policyholders were apparently will- 
ing to take this chance. To offset 
this tendency on the part of pros- 
pective policyholders the companies 
brought over into burglary insurance 
the co-insurance clause, which is 
commonly used by the fire insurance 
companies. A number of changes 
were made in its application, how- 
ever, so that the final result is dis- 
tinctive of the burglary business. 
The amount of co-insurance re- 
quired varies with the territory in 
which the risk is located. The per- 
centages are as follows: 
Territory 1—80 per cent 
Territory 2—60 per cent 
Territory 3—50 per cent 
Territory 4—40 per cent 
It is obvious that companies con- 
sider Territory 4 far less hazardous 
than Territory 1 and are willing to 
be content with only half as much 
insurance. A second development is 
the luse of what is known as the co- 
insurance limit. It may be defined 
as a sum in dollars, established for 
each type of business which, under 
certain conditions, is used as a meas- 
ure of the proper amount of insur- 
ance which must be carried on risks 
falling within that classification. It 
displaces the amount which would be 
derived by application of the co- 
insurance percentage. The ‘under- 
writers realize that in every type of 
business there is a limit to the amount 
of probable loss, which may be far 
less than the amount of insurance 
required by the co-insurance clause. 
It is unlikely that over $3,000 in 
shoes will ever be stolen at one time, 
both because of the difficulty of suc- 
cessfully stealing such a large amount 
and the troubles inherent in dispos- 
ing of it. The possibility of loss to 
the company has a definite limit in 
each trade group, therefore, and the 
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fact that the values on hand are 
above this amount does not raise the 
hazard. The insured need insure 
only up to the coinsurance percen- 
tage or the coinsurance limit, which- 
ever is smaller. 


This difference is best realized by 
considering a concrete example. A 
California tire dealer has two 
stores, one in Los Angeles and the 
other in San Diego, each having a 
stock worth approximately $15,000. 
The Los Angeles store is in Territory 
1, where an 80 percent coinsurance 
clause must be used, while the San 
Diego shop is in Territory 4, where a 
40 per cent coinsurance clause is suf- 
ficient. Eighty per cent of $15,000 
would be $12,000 insurance needed 
to comply with the 80 per cent coin- 
surance clause, but on this particular 
classification there is a $10,000 coin- 
surance limit, so that is all that need 
be carried. At San Diego, however, 
the coinsurance clause only demands 
$6,000 in coverage (40% of $15,000) 
so that is the amount which would 
be carried instead of the $10,000 
coinsurance limit. 

The coinsurance limit is determined 
separately for each type of merchan- 
dise and is the largest amount of 
that particular commodity which, in 
the judgment of the underwriters, 
could or would be stolen at any one 
time. It is intended to relieve the 
large merchant in a metropolitan dis- 
trict, who must keep a tremendous 
stock on hand, from the necessity of 
keeping that stock insured up to 80 
per cent of its value. For example, 
if our tire merchant had a stock 
worth $100,000 located in Los Ange- 
les under a strict application of the 
80 per cent coinsurance clause he 
would need $80,000 of insurance on 
the stock. A loss of this size is very 
improbable, since it would be almost 
impossible for thieves to transport 
such a large amount away from the 
warehouse or store without detec- 
tion and the companies feel that they 
are sufficiently protected when in- 
surance is carried to comply with the 
$10,000 coinsurance limit. Of course, 
if the owner of the property feels 
that the coinsurance limit does not 
give him ample protection he can se- 
cure as much additional insurance as 
he feels is necessary. 

OOo 

S we have previously pointed 

out, the policy not only pro- 
tects the property of the insured but 
also covers any other property which 
may be in his possession for which 
the assured is liable to the owner. In 
the event of claim of loss to such 
property the company retains the 
right to adjust such loss or damage 
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either with the insured or with the 
owners of the merchandise and the 
policy states that payment to the 
owner shall constitute a full satisfac- 
tion any claim made by the assured 
for such loss or damage. The obvi- 
ous purpose of such a provision is to 
prevent the assured from making a 
profit through settling with the owner 
of the property at a lower figure than 
the amount paid by the insurance 
company. If legal proceedings are 
started against the assured by the 
owner of the stolen or damaged pro- 
perty, the company may take over the 
defense in the name and on behalf of 
the assured. 


Rates for open stock burglary in- 
surance are quoted per thousand dol- 
lars of property and are governed by 
three basic factors. These three are: 
(1)—the business classification or 
trade group into which the insured 
merchant falls; (2)—the territory in 
which the risk is located and (3)— 
the amount of insurance. Six general 
trade groups are established rang- 
ing from group 1, the least hazardous, 
which includes such classifications as 
bakeries, cardboard, paper boxes, 
and wrapping paper, china, glass, and 
earthware, and varnishes, and paint, 
to group 5, the most kazardous, 
which includes wines, liquors, pelts, 
furs, and distillers. In the same way 
that business is divided into five 
trade groups, the country is split into 
four territories on the basis of 
hazard. In a single state there may 
be two or more separate and distinct 
territories. For example, in Califor- 
nia, Los Angeles County is in ter- 
ritory 1, the most hazardous, while 
Alameda and San Francisco County 
are in territory 2, and the balance of 
the state is in territory 4, or the least 
hazardous. Most of the Metropoli- 
tan districts throughout the country 
are in territory 1, since the hazard 
is much greater there. Since the in- 
surance companies believe that one 
of their greatest problems in writing 
burglary insurance is to secure ade- 
quate coverage, the rates are graded 
downward rather steeply for insur- 
ance taken over the initial $5,000 
and the cost for all insurance over 
$20,000 is only a small fraction of the 
amount which would be charged per 
thousand dollars for the initial 
coverage. 


In those cases where a merchant or 
business man wishes to insure pro- 
perty which falls under more than 
one classification it is possible to pro- 
cure divided insurance, instead of 
requiring the use of the highest rates 
on the entire stock of merchandise. 
Where this occurs the property which 
falls into the lower classification may 





be insured at its own rate and the 
territorial coinsurance percentages 
applied, subject to a uniform re- 
quirement that the amount of insur- 
ance on this property must be four 
times the amount of the insurance 
on the high rated property. The last 
requirement is that the merchandise 
to which the high rates apply must 
be insured up to 100 per cent of its 
value. 


Having determined what the pre- 
mium should be for any given risk, 
the insurance company then pro- 
ceeds to allow very large discounts 
in the event that certain protective 
devices approved by the Underwrit- 
ers Laboratory are used to guard 
the insured premises. The discount 
may be as high as 70 per cent of the 
premium, in the event that the alarm 
system is of the most modern and 
complete type and the premises are 
located above the first floor, making 
more difficult a quick raid which 
could be concluded before the alarm 
is answered. Discounts are also al- 
lowed for watchman on the prem- 
ises, the amounts varying with the 
service. Discounts are not aggre- 
gated but are deducted consecutively 
from the basic premium. 

Safe Burglary Insurance 


Many business men feel that they 
have no need for mercantile open 
stock burglary insurance, either be- 
cause they handle no merchandise 
which can be stolen or because the 
type of property in which they deal 
is not easy to dispose of when stolen 
or cannot be easily carried away. In 
still other cases where mercantile 
open stock burglary insurance is car- 
ried, the business man also has on 
hand large amounts of money and 
securities which are not covered un- 
der that policy. The insurance com- 
panies fill the gap in the wall of 
protection against unforeseen crimi- 
nal loss through safe burglary in- 
surance, which covers all money, 
securities, and merchandise within a 
safe or vault against loss or damage 
caused by burglary. 


In order that a valid loss occur 
under the policy, it is necessary that 
there be a felonious entry into the in- 
sured safe or vault by force and vio- 
lence, of which force and violence 
there shall be visible marks made 
upon the safe or vault by tools, ex- 
plosives, electricity, or chemicals. 
The safe must be duly locked by at 
least one combination or time lock 
and must be located in the insured’s 
premises or have been taken from 
them by the burglars. The policy 


not only covers loss or damage due 
to the theft of property left within 


(Continued on Page 27) 











Limits of Insurance 
(Continued from Page 22) 


insurable ; the loss resulting from the 
destruction of property as well as the 
loss on account of expenses necessi- 
tated by the fire, such as remunera- 
tion for the services of the fire bri- 
gade, cost of clearing away the 
wreckage, additional payment beyond 
the indemnity for destruction of 
property for the purpose of rebuild- 
ing a new house (replacement in- 
surance). Similarly, loss of profits 
as well as lost business or rents are 
perfectly insurable risks, as pointed 
out before. To what extent all the 
possibilities are converted into reali- 
ties through the practical insurance 
business depends on many factors 
and prominently on the prevailing 
laws. If the latter clearly and un- 
mistakably prohibit the payment of 
more than the value of property at 
the time of its loss, it renders re- 
placement insurance, for instance, 
impracticable. 


The contract, supervision, and 
criminal laws, preferably also the 
tax laws, should be such as to per- 
mit of operating this or that branch 
of insurance. They can impose limi- 
tations, either justified or unreason- 
able, on every form of insurance. 


Objective and subjective condi- 
tions are combined in the require- 
ment that the loss should be capable 
of valuation. Rational insurance op- 
eration is unthinkable unless at least 
an approximate statistical valuation 
of the total loss involved is possible. 
Nevertheless this fundamental rule 
has often been disregarded. The 
probability of the frequency and ex- 
tent of losses must be at least ap- 
proximately calculable. This is done 
in certain cases with the aid of the 
theory of probabilities, which is 
based on empirical observation. 
Where no adequate experience is as 
yet available and, therefore, the the- 
ory of probabilities cannot be prop- 
erly applied, rough average approxi- 
mations are used as a makeshift. 
Valuation cannot be dispensed with, 
no matter whether premiums are 
payable in advance and accumulated 
or assessments are collected after the 


losses. 
QS 


HE theory of probabilities is of 

decisive importance with all 
branches of insurance relating to 
human life and health. The appli- 
cation of statistics and its rules based 
on a large number of observations, 
like the other condition requiring 
widest possible local distribution of 
risks, equally point to the fact that 
insurance is particularly well suited 
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for operation on a large scale, which 
however by no means implies opera- 
tion through giant concerns exclu- 
sively. 

From all this it appears that the 
insurability of a great variety of 
economic risks is subject to variable 
limits depending on the current stage 
of scientific development. Business 
experience too is an important factor 
in fixing the limits, as is the cultural 
development attained by a population 
or individual parts of it. 


The questions to be solved refer 
in the first place to the form of op- 
eration or organization and beyond 
that quite naturally to the extent of 
liability on the part of the under- 
writer, the rights and obligations of 
the insured, the nature of the insur- 
ance, the selling prospects, propa- 
ganda and solicitation. One cannot 
help feeling, however, that the fu- 
ture prospects of both the insurance 
idea and its practical realization are 
hardly subject to limits which can be 
definitely fixed in any way. 


A limit, of course, is put to the 
feasibility of insurance by its cost to 
the insured—the amount of the pre- 
miums. These must not be prohibi- 
tive but, on the contrary, should be 
relatively small, because otherwise 
the required large number of eco- 
nomic units may be unwilling to 
join the insurance. For this finan- 
cial question the operating expenses 
are of no mean importance—in fact, 
on the feasibility of keeping them 
down at a low figure may depend 
whether a given branch of insur- 
ance, no matter how cleverly con- 
ceived in theory, can be successfully 
carried on in practical business. 
They are also an important factor 
in connection with the problem of 
changing to compulsory insurance, 
since in that system the frequently 
high cost of soliciting the business is 
saved. 

In this connection a few more 
illustrations may be cited. In dealing 
with people who are generally desig- 
nated as impaired lives, because they 
are predisposed to diseases known 
by experience to shorten life, there 
is a tendency to let them neverthe- 
less participate in the benefits of life 
insurance through taking certain 
precautionary measures, such for in- 
stance as stipulating a preliminary 
waiting time without benefits. Par- 
ticular localities or classes of build- 
ings shunned by underwriters be- 
cause of the exceptional fire hazard 
attaching to them are included in the 
protection by fire insurance through 
the government bringing the parties 
together as agent for the coverage 
and organizing emergency combina- 
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tions among all the fire underwriters 
in the affected territory, as has long 
since been done in Germany for in- 
stance. 
DOa> 

NSURANCE is to be regarded 

as a commodity *which, as a rule, 
can be arbitrarily increased and to 
that extent it is subject to no limits. 
This capability of increase is due to 
the fact that the principal means of 
producing insurance is labor and not 
capital. To quite a noticeable ex- 
tent, however, the labor here em- 
ployed as a means of production is 
of a highly specified kind; experi- 
ence and a very peculiar sort of gift 
or perceptive faculty in the line of 
figuring, a feel for future possibili- 
ties. 

As a matter of course, different 
measures of such specialized labor 
are required by the various branches 
of the insurance business. While in 
some branches a concern may thrive 
even though it largely confines itself 
to imitating the models set by other 
concerns, it appears that reinsurance 
is perhaps the commodity most diffi- 
cult to increase because it seems to 
require most highly specialized know- 
ledge—such, indeed, as would al- 
most invite comparison to manufac- 
turing secrets. 


The question as to what condi- 
tions and what limits of insurance 
exist can be answered also by in- 
vestigating how new branches of in- 
surance arise. How are new branches 
of the business being constantly de- 
veloped especially at the present 
time? 

The causes are attributable to tech- 
nical progress (this applies to water- 
pipe, machine, aeroplane insurance), 
to progressive economic and social 
development (strike insurance, un- 
employment insurance), to progres- 
sive legislation (liability insurance, 
insurance of litigation expense), to 
political events (rjot insurance, war- 
loan insurance, insurance against 
damage caused by war-planes), fur- 
thermore to the progressive develop- 
ment of actuarial practice (property 
life insurance). 

The intense creation of new insur- 
ance branches and further develop- 
ment of existing ones in the latest 
phase of the ultra-capitalistic eco- 
nomic system is influenced in a 
measure by the generally increasing 
desire of the commercial world to 
figure with fixed charges, refine the 
methods of calculation and include 
in it all probable expenses. 

(Continued on Page 32) 


*In the United States insurance is not regarded as 
a commodity. See decision of United States Supreme 
Court in the case of Paul vs. Virginia, 8 Wall. 168 
in which insurance is held not to be commerce— 
Editor. 
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Notes About Insurance 
(Continued from Page 15) 


have already been made by Alabama, 
Connecticut, West Virginia and the 
District of Columbia and additional 
states will undoubtedly be heard 
from shortly. The letter in general 
reads as follows: 

“In conformity with that resolution I 
hereby require statements from all compa- 
nies transacting business in Connecticut as 
of October 1, 1933, and quarterly there- 
after, of all your agents and brokers who 
are in arrears in payment of any balance 
in Connecticut on policies issued more than 
ninety days prior thereto. Such statements 
shall show (a) the name and address of 
each agent and each broker in arrears; (b) 
the amount due from each on the basis in- 
dicated herein; (c) the month in which 
the various items of indebtedness were in- 
curred. The statement in the form speci- 
fied shall be filed by your company within 
thirty davs after the quarterly period as 
hereinbefore provided. 

“Kindly advise your agents, also brok- 
ers with whom you have dealings, regard- 
ing this requirement so they may be 
familiar with the interest of this depart- 
ment in the subject and thus take the neces- 
sary steps towards paying up overdue 
accounts. Please acknowledge receipt of 
this letter so that we may be assured it is 
being given proper attention.” 


Pennsylvania THE Pennsylvania 
Mutuals Elect State Association of 
Officers Mutual Fire Insur- 


ance Companies 
elected Wilmer Crow of Harrisburg 
as President, W. W. Dodson of Har- 
risburg as First Vice President, S. J. 
Varcoe as Second Vice President, W. 
Gambly as Third Vice President and 
Guy C. Eaby as Secretary. 


Demand ReturnTHE West Virginia 


Premium Insurance Depart- 
Accompany _ ment has notified all 
Cancellation companies writing 
Notice cancellable forms of 


insurance in the 
state, that revocation of license will 
be the penalty for sending notice of 
cancellation of policies on which the 
assured has paid the premium in full 
or in part to the agent, unless the 
full return premium accompanies the 
notice. 

The ruling which is signed by Har- 
lan Justice, Deputy Insurance Com- 
missioner, and is dated July 6th, is 
as follows: 

‘‘Numerous cases have been 
brought to our attention whereby a 
company, or through its special 
agent, has cancelled its outstanding 
liability in an agency for the purpose 
of applying return premium credits 
to balances due the company from 
the agent. 

“The company, or its special agent, 
has made such cancellations without 
first determining which of their pol- 
icyholders of such agency have paid 
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their premiums either in part or in 
full to the agent. Such companies 
have in some cases refused to pay 
the policyholder the amount due him 
as an unearned premium due the pol- 
icyholders until demand was made 
or complaint filed with this depart- 
ment and the matter taken up by the 
department with the company. 

“This department has determined 
that such practices are unjust and 
unfair to policyholders who have 
paid their premiums to the agents, 
and you are hereby directed that 
from this date you shall not cancel 
your entire liability, or any consider- 
able part thereof, of any business 
written through an agency without 
first determining whether or not the 
policyholders have paid their pre- 
miums either in whole or in part to 
the agents. The cancellation notices 
of policies on which the premium 
has been paid in whole or in part 
shall be accompanied with the full 
return premium. 

“Any violation of this ruling 
brought to our attention will result 
in the revocation of your license to 
transact business in this State.” 


Commissioners PRESIDENT Gar- 
Convention field W. Brown of 
Committees the National Con- 

vention of Insurance 
Commissioners has announced the 
reappointment of all standing com- 





mittees for the 1933-34 term, with 
the same chairman who served last 
year. In states where new commis- 
sioners have been elected, the in- 
coming commissioner has been ap- 
pointed to fill committee vacancies 
caused by retiring commissioners. 
These are W. J. Dawson to succeed 
C. R. Horswill of South Dakota and 
Emmett O’Malley to succeed J. B. 
Thompson of Missouri. Commis- 
sioner Merton L. Brown of Massa- 
chusetts has been chosen chairman 
of the Executive Committee to suc- 
ceed Mr. Thompson. 


Lumbermens AT the twenty-first 
Casualty annual meeting of 
Elects the Lumbermens Mu- 
Directors tual Casualty Com- 


pany of Chicago, 
three new members were elected to 
the company’s Advisory Board. All 
of the present members of the Board 
and officers whose terms expired 
were re-elected. The new members 
are: William Butterworth, chairman 
of Deere & Company, Moline, IIli- 
nois, and former president of the U. 
S. Chamber of Commerce; O. Gull- 
icksen, president of the Churchill 
Cabinet Company and former presi- 
dent of the Illinois Manufacturers’ 
Mutual Casualty Association, Inc., 
which company was recently re- 
insured by the Lumbermens; and 
James D. Cunningham, president of 
the Republic Flow Meters Company 
and former president of the Illinois 
Manufacturers Association. 


Mutual Convention In Minneapolis 
To Be Held Oct. 9th to 12th 


eo is an exceptional conven- 
tion year. Secretaries of na- 
tional organizations which have held 
meetings during the summer report 
large attendance and vigorous en- 
thusiasm. The Federal plans for 
reorganization of industry have put 
a new spirit into discussions and 
round table talks. All of which looks 
toward the making of the Mutual 
Convention at the Nicollet Hotel in 
Minneapolis on October 9th to 12th 
an outstanding success. 


It is too early, of course, to ex- 
pect announcements of program de- 
tails, but routine mutual problems 
are certain to be made of more and 
more interest because of develop- 
ments in connection with the New 
Deal. Delegates can depend on it 
that the sessisons will be the liveli- 
est in the history of the Convention. 


The Minnesota companies are 
planning a busy program of enter- 
tainment for the mutual visitors, 


both men and women. Asstrance 
is given that Minnesota weather in 
the fall season has a reputation for 
being ideal. Indian summer comes 
early in this northern state, and the 
foliage is famous for its coloring. 
It should be about at its best at con- 
vention time, and the temperature 
at its most delighful level. 


The location is within easy distance 
of Chicago, which is an added ad- 
vantage for those who wish to take 
in the World’s Fair as a part of the 
convention trip. It is overnight by 
rail or just a good day’s jaunt in an 
auto, and the scenery along the Mis- 
sissippi and through Wisconsin en- 
route is as beautiful as any that the 
whole central west affords. 


Railroad rates are very favorable 
this year and stop-over privileges 
are generously convenient. Surely 
if there ever was a time when every- 
thing was auspicious for a successful 
convention, this is the year. 











- Lawlessness Insurance 
(Continued from Page 24) 


the safe but also covers any loss or 
damage which may result from either 
the burglary or any attempt thereof. 
In many cases an office will be almost 
entirely wrecked by burglars due to 
the use of explosives in opening a 
safe and all such damage is covered 
under the safe burglary policy, ex- 
cept that to plate glass or due to 
fire. These exclusions are made 
since it is felt that there are other 
forms of insurance which should be 
called upon to pay such losses. 

The policy covers money, securi- 
ties, and merchandise but since 
money is by far the most negotiable 
of the three, and is always preferred 
by burglars, a considerable reduction 
in rate may be allowed if “money” be 
eliminated from coverage. In order 
to clarify the scope of the protection, 
the policy defines property as mean- 
ing (a) money, including only bank 
notes, bullion, currency, coins, and 
uncancelled postage stamps in current 
use; (b) securities, meaning all nego- 
tiable or non-negotiable instruments, 
documents or contracts representing 
money or other property, including 
revenue and other stamps in current 
use but not including postage stamps ; 
(c) merchandise, restricted to that 
described in the schedule of the poli- 
cy (the usual procedure is to state in 
the schedule of the policy, that the 
merchandise to be covered is all mer- 
chandise usual to the business). As 
is the case with the open stock bur- 
glary policy, the property may be 
owned by the insured, held in trust 
by him, held as collateral for indeb- 
tedness or under any conditions which 
render him liable to the owner for 
loss or damage to it. 


OSOemL> 


HE ordinary form of mercantile 

safe burglary policy contains 
several exclusions. Books and ac- 
counts of insured must be accurately 
kept, so that the company can deter- 
mine therefrom the actual amount of 
loss or damage and loss of negotiable 
securities is covered only if the in- 
sured as soon as possible takes all 
reasonable means to prevent their 
payment, negotiation or retirement. 
The policy does not cover loss or 
damage caused by fire or explosion 
which is not caused by burglary, nor 
does it cover loss or damage contrib- 
uted to by invasion, insurrection, 
war, riots, strikes by the insured’s 
employees, water or the action of the 
elements. As is the case with the 
mercantile open stock policy, there is 
no coverage where any associate in 
interest, watchman, office or other 
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employee is a principal or accomplice 
in the burglary. The company does 
not accept liability for loss of or 
damage to any property owned by the 
United States government or held by 
the assured as postmaster. Last of 
all, it excludes loss effected by open- 
ing any safe or vault by the use of a 
key or by the manipulation of the 
lock. It will be noted that a large 
number of these exclusions are in- 
tended to guard against moral haz- 
ards and make it difficult for the as- 
sured to recover on a fictitious loss. 
Qo“ 

ATES for safe burglary insur- 

ance depend upon the type of 
safe, the territory in which it is lo- 
cated, the kind of property on which 
coverage is desired, the business of 
the assured, and the population of 
the city or town in which the risk is 
located. The variation which results 
from these factors can be realized 
when it is seen that a class “B” safe 
in a class “2” risk located in territory 
“1” has a basic rate of $44.00 per 
thousand dollars, while a class “F” 
safe in a class “1” risk, located in 
territory “4” has a basic rate of only 
$2.50 per thousand dollars of insur- 
ance. Large discounts are allowed 
from the premium so determined for 
alarm systems, special locking devices 
on the doors of safes and vaults and 
for watchman service. 


Office or Store Robbery Insurance 


The two types of insurance policies 
which we have considered give the 
business man protection against loss 
from crime which occurs during the 
hours when the premises are closed 
and when the burglar, breaking his 
way through brick walls and blowing 
his way through steel safes, is the 
enemy to be feared. Sad experience 
has convinced many merchants that a 
still greater danger is to be feared in 
the person of the daylight bandit 
who boldly invades business premises 
while they are open and, with the 
entire staff helpless before the menace 
of revolvers and machine guns, takes 
what he pleases. Here again the in- 
surance companies step forward with 
a safeguard for the business man 
that the criminal cannot brush aside, 
in the shape of an office or store rob- 
bery policy. Such a policy protects 
against loss or damage to money, se- 
curities, merchandise and the furni- 
ture and fixtures in the premises 
caused by robbery or any attempt 
thereat committed during the hours 
specified in the policy within the as- 
sured’s premises and also for dam- 
ages to the premises themselves. In 
the last few years this policy has been 
broadened to cover the losses caused 
by criminals seizing an employee out- 
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side the premises and then bringing 
him back to open the store or safe in 
fear of his life. Taken in conjunc- 
tion with the other two burglary pol- 
icies it gives almost complete protec- 
tion against acts of open crime at the 
premises which are to be guarded. 

As is the case in the other types of 
insurance against crime it has been 
felt necessary to define a number of 
the terms used in the policy. Rob- 
bery, for example, is defined as “the 
felonious and forcible taking of pro- 
perty (a) by violence inflicted upon 
the custodian thereof or (b) by put- 
ting such custodian in fear of violence 
or (c) by an overt felonious act com- 
mitted in the presence of such cus- 
todian and of which he is actually 
cognizant of at the time or (d) from 
the person or direct care of a custo- 
dian who, while having custody of 
property covered hereby has been 
killed or rendered unconscious by in- 
juries inflicted maliciously or sus- 
tained accidently.” Custodian is 
defined as “(a) the insured, if an 
individual, (b) a member of the firm, 
if the insured is a co-partnership (c) 
any officer of the insured if the in- 
sured is a corporation (d) any per- 
son (except a watchman or a porter) 
not less than seventeen nor more than 
sixty-five years of age, in the regular 
employ of the insured and duly au- 
thorized by him to act as paymaster, 
messenger, cashier, manager, clerk, 
or salesperson, and while so acting to 
have the care and custody of the pro- 
perty covered by the policy.” In 
view of these definitions, the policy 
does not cover shoplifting, theft, or 
mysterious disappearance. 

IQS 


O try and bring out the limita- 

tions on the protection of- 
fered by the insurance companies, 
let us imagine that we are the own- 
ers of a shoe store which we have re- 
cently insured. On a busy Saturday 
morning while the two salespersons 
are occupied with other customers a 
boy, apparently waiting to be served, 
grabs a pair of shoes from the coun- 
ter and dashes from the store. A few 
hours later another customer, having 
just been fitted with a new pair of 
shoes, pulls a revolver from his 
pocket and not only walks off with 
the shoes but with $25 from the cash 
register as well. On taking inven- 
tory at the close of the day it is dis- 
covered that five pairs of shoes are 
missing instead of two and one of 
the salesmen remembers that there 
were two suspicious looking men 
loitering in the store during the after- 
noon, who did not wait to be served. 
The first loss is covered under the 
office or store robbery policy, since 
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the felonious act was committed 
openly in the presence of a custodian 
who realized that a theft was taking 
place and did all that he could to 
stop it. The second theft is also 
covered since one of the salesmen 
was openly intimidated by violence 
and threat of bodily harm. The third 
loss of three pair of shoes, which 
disappeared under conditions which 
would lead the owners to believe 
they were stolen, is not covered by 
the policy, however, since there was 
no knowledge on the part of the cus- 
todian at the time the shoes disap- 
peared that a felony had been 
committed or that the property had 
been taken. 

The exclusions found in this policy 
are practically identical with those in 
the mercantile open stock and safe 
burglary forms except that instead 
of requiring that marks of actual 
violence be found upon the open safe, 
the company requires that the rob- 
bery be established by reasonable 
evidence, placing the burden of proof 
upon the insured. It also provides 
that the assured must take all reason- 
able precautions to safeguard the 
property and that there be no impli- 
cation that the assured, or any asso- 
ciate in interest, or any custodian or 
other employee directly in charge of 
the insured property or acting as a 
guard, is implicated either as a prin- 
cipal or accessory. 

Rates for office or store robbery 
are dependent upon three facts: (1) 
the class of risk, determined by the 
type of business carried on at the 
premises; (2) the territory in which 
the risk is located; and (3) the num- 
ber of persons on duty in the office 
or store. As is the case with all of 
the other types of crime insurance, 
substantial discounts are allowed for 
alarm systems, tear gas systems, and 
guards stationed on the premises. 

Two conditions of the policy should 
probably be emphasized. In the event 
of loss the policy is automatically re- 
instated for its full amount and the 
insured is liable for the additional 
premium. For example, if there is a 
$5,000 policy in force, and a loss of 
a $1,000 occurs, the policy is automa- 
tically reinstated to its full value of 
$5,000 and a loss the next day of that 
amount will be covered by it. At the 
same time the insured is liable to the 
company for the premium on $1,000 
in additional insurance. In the event 
that a discount is allowed because of 
a watchman, an approved alarm sys- 
tem, or some other like reason and 
after the policy is written the protec- 
tive device is removed or rendered 
inoperative because of conditions be- 
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yond the control of the insured, the 
entire policy is not voided, but the 
policy is automatically reduced to the 
amount which the premium paid 
would have provided if the discount 
had not been allowed. 


Messenger Robbery Insurance 

The policies we have already con- 
sidered protect the business man in 
his own premises but they will be 
useless to him in the event that a 
messenger is robbed on the street 
while carrying a payroll or valuable 
securities. To cover this specific con- 
tingency, the insurance companies 
have a separate form, although the 
insurance is usually written under a 
joint policy with interior holdup, 
which we have just discussed. Such 
a policy protects the money, securi- 
ties, or merchandise owned by or un- 
der the control of the insured from 
loss by robbery committed during cer- 
tain hours specified in the policy 
from a custodian outside the insured 
premises but within the United States 
or Canada. The standard hours of 
coverage are from 7 a. m. to 7 p, m. 
but they may be extended upon the 
payment of an additional premium of 
5 per cent for each additional hour, 
with a maximum of 25 per cent addi- 
tional premium for 24 hour cover- 
age. The insured agrees to notify 
the authorities in the event of a loss 
and to give immediate notice to th 
company. He also agrees that the 
company may repair any damage to 
property or replace any damaged cr 
stolen article with one of like kind 
and quality instead of paying therefor 
in money. 


The terms are defined in substan- 
tially the same way in this policy as 
in the office and store robbery 
contract. 


To these definitions should be 
added “guard,” defined to mean “a 
male person not less than 17 or more 
than 65, who accompanies the custo- 
dian by direction of the insured but 
who is not a driver of a public con- 
veyance.” It is obvious that the 
company does not wish to allow a 
discount merely because a taxi driver, 
for example, accompanies the custo- 
dian from the bank to the premises 
of the insured. 

Sky 

HE exclusions found in this poli- 

cy are also very much like those 
in the other contracts against crimi- 
nal loss, with the additional provision 
that the company is not liable if any 
guard accompanying the custodian 
who is robbed is a principal or ac- 
cessory. It is necessary that the 
robbery be established by reasonable 





evidence, that the insured take all 
reasonable precaution to safeguard 
the property against loss by robbery 
and that books and accounts are kept 
in such a manner that the amount of 
the loss may be accurately determined 
therefrom. In the event that securi- 
ties are stolen it is necessary that the 
insured use due diligence in endeav- 
oring to prevent their payment, nego- 
tiation or retirement. As in the case 
of the office or store robbery policy 
the contract does not become void in 
the event that any of the protective 
devices for which a discount has been 
allowed in the rate are inoperative 
but it merely provides that the com- 
pany will pay the amount of insur- 
ance the premium would have pur- 
chased without the discount allowed. 

The rates for this coverage are de- 
termined by the territory in which 
the premises of the person wishinz 
insurance are located. Discounts are 
then allowed for loss preventive 
measures such as a lost satchel, the 
use of an armoured car, and for each 
guard accompanying the custodian. 
If coverage is only desired for a re- 
stricted territory, such as the interior 
of a building, a discount of 334% per 
cent will be allowed and a discount 
of 25 per cent is granted where the 
insurance is limited to securities only. 
In the event that an extension of the 
coverage is desired to protect funds 
in the home of a messenger or cus- 
todian, the extra protection can b2 
secured upon the payment of an add- 
itional premium. 

Those business men who feel that 
their only hazard of robbery, outside 
the premises, occurs in carrying pay- 
roll funds from the bank may secure 
a special form of policy at a lower 
premium which covers all money 
used for the payroll up to the limi‘ 
of the policy and other money and 
securities up to 10 per cent of the 
value of the policy. It does not cover 
merchandise, however, and for that 
reason is not always broad enough to 
fit the needs of the businesses seek- 
ing insurance, 


Storekeepers’ Burglary and Robbery 
Policy 

The small merchant who never has 
a great deal of cash on hand and 
whose stock is hardly susceptible to 
a large theft loss, has always found 
the coverages described too expensive 
for his needs since the minimum pre- 
mium required in each case would re- 
sult in his being heavily overinsured. 
To meet this situation, the compa- 
nies have brought out a special com- 
bined form to fit the peculiar needs 











of the small merchant. It gives seven 
distinct coverages as follows: 

1. Loss occasioned by robbery from 
a custodian within the premises with 
a limit on any one loss of $250. 

2. Loss occasioned by robbery from 
a custodian outside such premises bu. 
within the United States or Canada, 
with a limit of $250.00 on any one 
loss. 

3. Loss of property sustained in 
case a custodian is forced to open the 
premises to robbers or furnish the 
means of admittance thereto after the 
store is closed, provided the loss is 
occasioned by such person and is the 
direct result of such kidnapping. The 
limit of liability on any such case is 
also $250. 

4. Loss of property by safe bur- 
glary with a limit of $250 on 
each loss. 

5. Loss of money and securities by 
burglary of a night depository of a 
bank or burglary from within the 
house or apartment occupied as resi- 
dence by the custodian of the proper- 
ty, providing there shall be visible 
marks of felonious entry into the 
night depository or the apartment. 
The limit on any one loss is $250. 

6. Loss of merchandise occasioned 
by burglary from within the premises 
by any person making felonious 
entry by force and violence of which 
there shall be visible marks, when the 
premises are not open for business. 
The company’s liability on cigars, ci- 
garettes, tobacco, fountain pens, alco- 
hol, wines, liquors and narcotics, is 
limited to $50 on any one loss and on 
all other merchandise the limit on 
one loss is $250. 

7. Damage, not exceeding $250 to 
property, premises, furniture and 
fixtures caused by any burglary or 
robbery or attempt thereat, is also 
covered. 

It will be seen that such a policy 
gives, in one contract, all the protec- 
tions given by the four policies we 
have previously discussed, its only 
weakness being in the small amount 
of coverage (usually $250) on any 
one loss. Another limitation found 
in this form restricts the amount pay- 
able for the loss or damage of any one 
article of jewelry or any one article 
containing one or more gems or any 
one watch to $50. 

The rate for this policy is deter- 
mined by the territory in which the 
insured premises are located, four 
territories having been established for 
purposes of classification. The pre- 
mium is named as a blanket amount 
for the policy as a whole and no dis- 
counts are allowed. If the merchant 
insured feels that the limits of pro- 
tection provided are too low he can 
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purchase another policy for the same 
premium, giving him double protec- 
tion. 

By means of one or all of these 
policies the careful business man can 
include in his yearly budget a fixed 
amount for indemnity against pos- 
sible criminal losses which would give 
him almost complete protection and 
make any such visitation an annoy- 
ance rather than a disaster. 





Union Indemnity JUSTICE Ingra- 
Assets Given ham of the New 
Superintendent York Supreme 
Van Schaick Court has direct- 

ed the Workmen’s 
Compensation Reinsurance Bureau 
of New York City to turn over to 
George S. Van Schaick, Superintend- 
ent of Insurance of the State of New 
York, as Conservator of the New 
York assets of the Union Indemnity 
Company, the sum of $58,979.00 be- 


longing to that company. 


The court had before it an appli- 
cation of the Workmen’s Compensa- 
tion Reinsurance Bureau for an ad- 
judication determining conflicting 
claims to the fund of the New York 
Conservator and of Clay W. Beck- 
ner and S. Sanford Levy, the Louisi- 
ana receivers for the Union 
Indemnity Company. The New 
York Superintendent as Conservator 
had also filed an application, brought 
on by an order to show cause, for an 
order directing that the fund be 
turned over to him. 

Counsel for the Superintendent of 
Insurance contended that the ulti- 
mate disposition of the assets was 
not before the court at the present 
time. It was argued on his behalf 
that a direction that the fund be paid 
over to the Louisiana receivers at the 
present time would be prejudicial to 
New York claimants and would re- 
sult in confusion, especially in con- 
nection with the payment of certain 
claims which are entitled to a prefer- 
ence by the laws of New York, such 
as those of clerical employees and 
compensation claimants, as well as 
New York administration expenses. 
It was declared by Counsel for the 
New York Superintendent that “to 
permit receivers in other states or 
any other individuals in such states, 
to compel people in New York State 
holding assets of the company to 
turn over in each case all or a portion 
of the assets so held, would lead to 
confusion, uncertainty, waste of as- 
sets and division of responsibility, 
which would react to the disadvantage 
of all interested parties.” 

Counsel for Superintendent Van 
Schaick also argued that “in order 
that there may be an orderly con- 
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servation proceeding, it is essential 
that the assets within a particular 
state be assembled under one central 
head. The Legislature has desig- 
nated the Superintendent of Insur- 
ance as the person who is to collect 
all the assets within this State of a 
foreign insurance company, any dis- 
tribution of which is to be subject 
to the order of the court.” 


Revise INSURANCE com- 
Commission panies operating in 
Basis in Kansas are prohibit- 
Kansas ed from paying com- 


missions in cash un- 
til they receive the premiums on 
which the commissions are based 
under a ruling recently issued by 
Commissioner of Insurance Charles 
F. Hobbs with the approval of Gov- 
ernor Alf. M. Landon. Commission- 
er Hobb’s order, dated June 22 and 
addressed to all insurance corpora- 
tions, companies and associations au- 
thorized to do business in the State 
of Kansas reads as follows: 

“Under the authority invested in him by 
‘An Act relating to insurance companies 
and providing for the control of such com- 
panies by the Commissioner of Insurance, 
subject to the approval of the Governor 
of the State of Kansas’ which Act is Chap- 
ter 203 of the Sessions Law of Kansas 
1933, and for the purpose of safeguarding 
the interest of policyholders, creditors and 
shareholders of insurance companies and 
associations in the time of emergency, it 
is hereby ordered by the Commissioner of 
Insurance, by and with the approval of the 
Governor, as follows: 

“From and after the date of this order 
no insurance company or association au- 
thorized to do business in the State of 
Kansas shall pay in cash any commissions 
until and unless the company or associa- 
tion has actually received in cash the pre- 
mium on which such commission is paid. 
This order applies to commissions to all 
agents, either general or local, and also ap- 
plies th cases where the general agency 
contract, if any, is owned or held by an 
individual group or individuals, company 
or corporation; provided, however, that 
this shall not apply to commissions on re- 
newal premiums which are paid by policy 
loans or lien notes.” 

Under the present practice of the 
fire insurance companies an agent has 
until August 15th to remit the pre- 
miums on policies issued by him 
which became effective in June. 
Many agents collect the premium in 
June, use both their own and the 
company’s portion of the premium 
and depend upon collecting enough 
in July and early August to pay their 
June balances, thus constantly using 
the money due their companies for 
a month and a half even where they 
do not get in arrears. It is evident- 
ly the feeling of the Commissioner 
that the present unsatisfactory situa- 
tion with reference to the collection 
of agency balances is due to this 
practice. 
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Consider GOVERNOR PIN- 
Compensation CHOT of Pennsyl- 
At Penn. vania has appointed 
Hearing a committee to study 


complaints growing 
out of the administration of work- 
men’s compensation in that state. 
The committee consists of Dr. C. A. 
Kulp, Professor of Insurance at the 
University of Pennsylvania, Chair- 
man; State Senator Harry D. Scott 
of Phillipsburg; former Judge Ar- 
thur D. Dale, Chairman of the 
Workmen’s Compensation Board; 
Roger J. Dever of Wilkesboro, rep- 
resenting miners and iron workers; 
Dr. L. KK. Ferguson, of the Univer- 
sity of Pennsylvania Hospital; and 
Shippen Lewis, Special Attorney 
General in charge of closed banks. 
The first meeting of the committee 
was held on July 6th and was marked 
principally by a speech made by 
George H. Detweiler, counsel for 
the insurance companies, who de- 
fended the attitude of the companies 
in considering claims before the 
board. He asked that the board adopt 
a strict rule of procedure to elimi- 
nate delay and waste of time. 
Other hearings are being held 
throughout the state. 


Appoint JOHN CUM- 
New Arizona MARD, a real estate 
Commissioner and insurance man 

of Mesa, Arizona, 
has been appointed Chairman of the 
Arizona Corporation Commission by 
Governor Moeur. He succeeds Amos 
Betts, who resigned as Arizona Cor- 
poration Commissioner after twenty 
years’ service. The Chairman of the 
Arizona Corporation Commission is 
also Insurance Commissioner, but 
under Mr. Betts, actual management 
of the Department has been in the 
hands of Mr. George A. Brown, As- 
sistant Secretary of the Arizona Cor- 
poration Commission. At the present 
time it is not known whether the ap- 
pointment of Mr. Cummard will af- 
fect the status of Mr. Brown. 


Van Schaick SUPERINTEND- 
Heads Marine E NT VAN 
Committee SCHAICK of New 

York has been ap- 
pointed Chairman of the Commis- 
sioners’ Committee to supervise the 
operation of the marine-casualty-fire 
agreement which was presented at 
the Chicago meeting of the National 
Convention of Insurance Commis- 
sioners. The appointment was made 
by Commissioner Brown of Minne- 
sota, President of the Insurance 
Commissioners Convention. The 
other members of the Committee are 
Col. Dunham of Connecticut and Mr. 
McClain of Indiana. 
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Try to Reduce THE Board of Avi- 
Fire Hazard ation Underwriters 
In Hangars has issued the fol- 

lowing recommenda- 
tions for fire prevention because of 
a large number of fires which have 
recently occurred in hangars through- 
out the country: “The following 
points stand out as essential for 
standard practice but local conditions 
may call for additional safety meas- 
ures: 


“1, (a) Clean, well-kept hangars which 
can be shown with pride; 

“(b) No debris, trash, or junk adjacent 
to hangar walls, inside or outside; floors 
kept clean and free of paper, oil, gas, and 
waste ; 

“(c) Visitors not allowed in hangars 
without permission and cars parked away 
from the hangar doors so as not to block 
entrance and exit; 

“(d) Proper and adequate fire fighting 
equipment kept in operating condition; 

“(e) Condition and operation of heat- 
ing system; 

“(f) No inflammable liquid used to 
clean ships inside the hangar; 

“(g) No _ handling of inflammable 
liquid, draining of tanks to be done out- 
side the hangars; 

“(h) Constant checking for short cir- 
cuits in electrical apparatus and lighting 
equipment—especially condition of exten- 
sion lamps and their guards. 

“2. Repairing must be confined to a 
separate repair shop or outside the hangar. 
Minor repairs incident to replacement not 
involving a fire hazard may be excepted. 
Where repair shops are incorporated in 
hangar design, the shop should be separated 
from hangar proper by fire doors and fire 
walls, and should have plenty of fire 
fighting equipment. Doping and spraying 
must be confined to a separate dope room. 

“3. Smoking must be confined to club 
rooms or offices—this includes visitors. 

“4. Airport managers should inspect 
all hangars at least three times a week in 
order to see that their regulations for pre- 
vention of fire are being observed, both 
in spirit and the letter. Fire engineers 
will check up periodically.” 


Oklahoma WORKMEN’S com- 
Fund Begins pensation insurance 
Operations will be written by a 


state fund in Okla- 
homa under the supervision of the 
State Industrial Commission. The 
law, modeled on the statutes of New 
York and California, creates a state 
insurance fund with an initial ap- 
propriation of $25,000. 

The State Insurance Board has 
full power and authority to fix and 
determine the rates to be charged 
and to pass on policy provisions. 

The Fund will operate competi- 
tively with insurance companies, but 
it is mandatory that all business of 
the State Highway Department and 
all state and municipal corporations, 
including counties, cities, towns, and 
townships, take out their compensa- 
tion insurance through the Fund. 





Kidnaping THE wave of kid- 
Coverage naping which has 
Now Available swept through the 
country in the past 
few months, with many respectable 
business men and bankers among the 
sufferers, has led to a great deal of 
interest in insurance to indemnify 
for any ransom paid. According to 
a story in the National Underwriter 
of July 20th, no domestic company 
will write kidnaping insurance, but 
London Lloyds issues an endorse- 
ment with the K-1 accident policy 
indemnifying the assured for any 
ransom that is paid. Although the 
prevailing rate in the past was 2 or 
3%, much of the present business is 
being placed at 1%, including the 
regular accidental death feature 
which alone costs about % of 1%. 
Most of the Lloyds group that 
offers a market for this kidnaping 
endorsement limit their writings to 
$25,000 or $50,000, but there is a 
market up to $100,000 on a single 
person. Complete information is de- 
sired including the occupation of the 
applicant, his age, his social and 
financial standing, particulars of his 
family, their number, ages, resi- 
dences, what means are taken to pro- 
tect the children, and whether threat- 
ening letters have ever been received. 
Such insurance is offered only to 
persons in respectable operations and 
where there are no suspicious cir- 
cumstances. 
The kidnaping rider reads in part 
somewhat as follows: 


“This policy is to cover the assured 
against the within-mentioned risks, includ- 
ing death by accident arising through riot 
or strikers, persons taking part in civil 
commotion, bandits, and/or persons of 
malicious intent, subject to the terms and 
conditions of Lloyds K-1 policy to which 
this rider is attached. This policy also ex- 
tends to cover the assured in respect to any 
moneys he may have to pay for ransom of 
himself, the underwriter’s liability hereon 
being limited to 75% of the amount insured 
hereby, the remaining 25% being at the 
assureds own risk.” 


Lloyds of America CO M MIS - 
Denied License SIONER 
in California MITCHELL of 

California has 
notified Lloyds of America to refrain 
from writing further business in the 
State, following its failure to renew 
its license. 

Commissioner Mitchell stated that 
his action was based upon the fail- 
ure of the company to meet demands 
for new financial statements and a 
satisfactory reply to queries regard- 
ing complaints over claims. He said 
that he had given the company up to 
July 1st to file a new statement but 
nothing had been heard up to the 
time he took action on July 13th. 
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- Consider Compensation Fundamentals 


gm looking toward a remedy 
for the serious losses entailed in 
the writing of workmen’s compensa- 
tion insurance, aggregating $105,- 
000,000 in the last seven years, were 
initiated at a meeting of the Special 
Committee of the National Conven- 
tion of Insurance Commissioners held 
in New York City recently. 


The purpose of the meeting was 
to examine a number of questions 
which have a direct bearing upon the 
present situation. Rating bureau of- 
ficers, company and association ex- 
ecutives, agents and brokers ap- 
peared before the committee at its 
request to express their views on the 
general subject. In addition to the 
statements presented orally, a num- 
ber of memoranda were submitted 
for the committee’s consideration. 


Other written statements will be 
presented to the committee within 
the next two months. All of this ma- 
terial will be studied and analyzed by 
the committee with a view of pre- 
senting its conclusions and recom- 
mendations to the insurance commis- 
sioners at its next meeting to be held 
in New York City in December. 


The subject of this study is of in- 
tense interest not only to the insur- 
ance companies which have been se- 
riously affected but to employers of 
labor throughout the country and 
their employees. On the one hand, 
the insurance carriers must receive 
sufficient premium income with 
which to pay indemnity and medical 
losses and expenses without in- 
curring continuoug deficits that may 
threaten them with insolvency. On 
the other hand, employers and em- 
ployees wish not only to be certain 
of the solvency of the insurance car- 
riers but both groups, particularly 
employers, are interested in having 
premium rates at a reasonable level 
which industry can afford to pay. It 
is the thought of the committee to 
investigate the possibility of effect- 
ing economies within the business in 
order that both of these ends may 
be accomplished to the fullest degree. 

Among the general topics which 
were discussed before the commit- 
tee at its meeting were the com- 
petency of present rate-making pro- 
cedure and methods of applying rates 
and the efficiency of the manage- 
ment of this branch of the insurance 
business. 

In connection with the discussion 
on rate-making procedure, several 
suggestions were made to the com- 
mittee which would radically change 
existing practices. Objection was 


voiced to the present system of bas- 
ing premium rates upon payrolls be- 
cause of the fluctuations in premium 
income as wages rise and fall with- 
out corresponding changes in the 
benefits payable to injured workmen. 

The result is a tendency to produce 
an excess of premiums in periods of 
prosperity and an inadequacy in peri- 
ods of depression. It was pointed 
out that this matter is now being 
studied by a committee of the Casu- 
alty Actuarial Society whose find- 
ings will be reported to this com- 
mittee. 

Another suggestion was that a so- 
called retrospective or participating 
plan of rating be adopted. Under this 
proposal premium rates would be 
pitched at a level greater than that 
indicated by past experience, with 
the objective of providing against 
rising trends of loss cost. The excess 
of such premiums found to exist at 
the end of the policy term would be 
refunded to policyholders. 

Discussion on the application of 
rates centered chiefly upon the me- 
chanics of securing accurate payroll 
data. Certain weaknesses in present 
methods of auditing payrolls were al- 
leged to exist. It was reported, how- 
ever, that this matter is receiving 
attention with a view to adopting 
remedial measures. The present sys- 
tem of classification of employments 
was stated by some to be faulty in 
respect to the opportunity for mis- 
classification, leading to the applica- 
tion of improper rates through the 
rating of risks under a title not con- 
templated for the character of em- 
ployment involved. 

The consensus among those who 
testified was that the expenses of 
conducting the business are in gen- 
eral reasonable and warranted. While 
the allowance for expenses, such as 
taxes, agents’ commissions, handling 
of claims, home office administration, 
and inspection and engineering serv- 
ices, has been exceeded, it was 
pointed out that the allowable ex- 
pense ratio in the establishment of 
premium rates has not been in- 
creased and no request has been made 
for such an increase. 

Members of the committee who 
were present at the meeting were: 
Garfield W. Brown, Commissioner 
of Minnesota and president of the 
convention of commissioners; Mer- 
ton L. Brown, commissioner of Mas- 
sachusetts; C. A. Gough, deputy 
commissioner of New Jersey; and 


George S. Van Schaick, chairman, 


superintendent of insurance of New 
York. 
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Ultimate In THE new Port 
Fire Protection Authority Com- 
merce Building, re- 
cently opened in New York City, is 
a fine example of a modern fire re- 
sistive building equipped with all of 
the latest devices to check any fire 
and to provide for a prompt alarm. 
As a result of the precautions taken 
against fire loss the building is en- 
joying a remarkably low rate. 


The building is of fireproof con- 
struction, of course, and has sprink- 
lers throughout. The usual valve 
alarms required by the fire code are 
placed not only at the base of each 
water riser but in addition thereto at 
every floor level. These floor alarm 
valves have been installed so that in 
event of fire or a flow of water the 
area in which it occurs can be imme- 
diately recognized. Each floor, con- 
taining 165,000 square feet, is broken 
down with alarm areas of approxi- 
mately 20,000 square feet. Although 
not required by the code, a complete 
manual fire alarm system has been 
installed as if there were no sprink- 
ler system. Again at the strategic 
points on each floor, watchmen 
boxes have been installed so that 
building patrolmen can be logged on 
their circuit. 

The Manual fire alarm system ini- 
tiates pre-alarms, and after investi- 
gation by the building fire brigade a 
city fire alarm can be transmitted. 
The supervising officer of the build- 
ing proprietary system is required to 
push a delinquency button every fif- 
teen minutes or a general alarm is 
broadcast throughout the building 
announcing that the operator is either 
ill or incapicitated. The supervising 
personnel is on duty three shifts a 
day inéluding Saturdays, Sundays, 
and holidays, minimizing the insur- 
ance risk over the week ends. 


Although in the adoption of the 
proprietary system for the protection 
of sprinkler installation the human 
element has been supervised and al- 
most eliminated through the opera- 
tion of modern devices, an additional 
protective step has been taken by 
placing a super-control over both the 
mechanical and electrical apparatus. 
In order to accomplish this, a pri- 
vate ground system, reporting in dis- 
tinctive codes the Iocation of every 
fire alarm box in every area from 
which water might be flowing from 
the system, was placed in the pri- 
vate offices of building manager. An 
electrical apparatus also keeps watch, 
and automatically signals any trou- 
ble in any portion of the sprinkler 
system. 
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New Illinois Laws 
(Continued from Page 20) 


tains several original features such 
as the requirement of diversification 
and absolute prohibition of invest- 
ing company assets in enterprises 
owned or controlled by officers or 
directors. The Act further contains an 
amendment placing the investments 
of stock and mutual casualty com- 
panies under the law governing the 
investments of fire insurance com- 
panies. Casualty companies have 
heretofore been subject to the Life 
Act. 

House Bill No. 961. Is a real for- 
ward step in life insurance legisla- 
tion in this state. It is what is fa- 
miliarly known as an “anti-twist- 
ing bill” and prohibits discrimination 
between policyholders, payment of 
rebates and misrepresentation of the 
terms of a policy, 


House Bill No. 1000. Creates a 
separate Department of Insurance 
and designates the head of this new 
Department as Director of Insur- 
ance, placing the Department upon 
equal rank with the other Depart- 
ments under the State Code. The 
Department of Trade and Com- 
merce is abolished and the different 
bureaus in that Department are al- 
located to other Departments al- 
ready established. The Department 
of Insurance retained as separate 
bureaus under its jurisdiction the 
State Fire Marshal’s Department 
and the Division of Small Loans. 


House Bill No. 1046. Provides 
that no insurance company may be 
thrown into receivership except up- 
on the application of the Director of 
Insurance represented by the At- 
torney General. 


House Bill No. 1068. Provides 
for a temporary Commission of five 
members of the General Assembly to 
assist in working with the Depart- 
ment of Insurance in a general re- 
vision and recodification of the in- 
surance laws of the state. The De- 
partment, with the help of this Com- 
mission, expects to submit to the 
Fifty-ninth General Assembly in 
January, 1935, a comprehensive 
code. The Department has already 
begun a careful study of the laws 
now on the statute books affecting 
the business of insurance and will 
shortly invite the cooperation of in- 
terested parties and organizations 
to the end that a fair and workable 
code of laws may be enacted. The 
Commission serves without compen- 
sation although the Bill carries a 
small appropriation for actual and 
necessary expenses. 
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Van Schaick Asks Delay 
In Foreclosures 


Superintendent Van Schaick of 
New York has attempted to clarify 
the situation with reference to real 
estate mortgage foreclosures by the 
following statement, which explains 
the position of the Department fully. 

So many inquiries have been made 
as to the attitude of this Department 
toward the subject of foreclosures by 
companies under its jurisdiction that 
I am making public a letter directed 
to title and mortgage guaranty com- 
panies under the jurisdiction of this 
Department and now operating un- 
der restrictions. It sets forth the po- 
sition of the Department. 

The plight of mortgagors and the 
shrinkage of real estate values have 
caused much hardship and distress 
among the holders of guaranteed 
mortgages and participation certifi- 
cates. The security behind these in- 
vestments shoukl be conserved but 
there is no necessity for undue harsh- 
ness and every effort is being made 
to prevent it. It is not only humane 
but in accord with good business to 
extend time to trustworthy debtors 
who are temporarily embarrassed. 
On the other hand it is undoubtedly 
true that many mortgagors who are 
well able to fulfill their obligations 
are taking advantage of present con- 
ditions to avoid them. Such a situ- 
ation must not be permitted to exist. 

It is the policy of the Insurance De- 
partment to use every effort at its 
command not only to have every 
property conserved and worked out 
for the benefit of the certificate 
holders but at the same time to do 
so with due regard to the distress of 
deserving debtors. 

Heretofore in the public interest 
restrictions upon the transaction of 
the business of title and mortgage 
guaranty companies have been issued. 
These were temporary in character 
and have served as a basis of opera- 
tion until a permanent plan could be 
formulated. It is expected that an- 
nouncement of such plan or plans 
will be made within the current 
month. Every effort of the Depart- 
ment is being made to expedite the 
formation of such plans. In the 
meantime it is necessary that certain 
misunderstandings relative to the re- 
strictions be cleared. 

1. The duty of your company to pre- 
serve the security back of the obligations 
guaranteed by you remains in full force 
and effect. You are a trustee for the 
holders of the securities sold by you. 
Everything within reason should be done 
to fuifill your obligation as such trustee. 
The restrictions under which you are op- 
erating are for the benefit of the holders 


of your guaranties, not for their detriment. 
The basic reason for the restrictions was 





not only to prevent preferences as between 
creditors of the various companies but to 
adequately preserve and protect the rights 
of such creditors. 

2. This does not mean that you are to 
indulge in harsh and unreasonable action 
as to foreclosures or otherwise. This De- 
partment has repeatedly advised the com- 
panies under its jurisdiction to use the 
utmost consideration possible in handling 
the plight of home owners and other prop- 
erty owners. A sympathetc approach to 
each problem is consistent with proper con- 
servation of the property involved. The 
worthy case can be distinguished from the 
unworthy if close attention is given to each 
case. If a particular case is one where 
Federal or other relief is reasonably prob- 
able it is not only humane but good busi- 
ness to afford a period of grace sufficient 
to obtain the help which is in sight. De- 
cisions as to leniency to debtors should be 
passed upon by responsible officers of your 
corporation and not delegated. 

Every consideration should be shown 
and extended to the unfortunate holders 
of participation certificates or guaranteed 
mortgages who seek information as to why 
they are not receiving the full amounts 
called for by their contracts. The situa- 
tion which called for the restrictions has 
fallen with grave severity upon people who 
in many cases are subjected to extreme 
hardship. A full and fair disclosure of 
every bit of information available as to 
the security back of the guaranties and 
certificates should be made to those inter- 
ested therein. There should be the closest 
cooperation between your company and the 
New York Guaranteed Mortgage Protec- 
tion Corporation which was formed pur- 
suant to legislative authority for the pro- 
tection of certificate holders. Much of the 
grief and distress of the general public 
can be alleviated by a proper and sympa- 
thetic attitude toward people who have 
been unfortunate enough to have made 
investments that have shrunk in value. 
Failure to give complete information need- 
lessly increases the uncertainty and dis- 
tress. 

4. All reorganization plans which have 
been submitted are receiving careful study 
and analysis. A fundamental and _ basic 
plan is being formulated. This Depart- 
ment will not approve or sponsor any re- 
organization plan unless it has for its fun- 
damental purpose the greatest protection 
possible for the holders of guaranties. 


Limits of Insurance 
(Continued from Page 25) 


HE happening of events of ca- 

tastrophic character, such as a 
destructive tornado, a fateful pillage 
by a mob, a severe railroad accident, 
the sinking of a big passenger steam- 
er, is particularly well adapted to 
pave the way for the creation of 
new branches of insurance for two 
reasons: On the one hand such 
events make many people see the 
danger possibly threatening them, to 
which they paid no or not sufficient 
heed until then; and these people 
will thereafter be more willing to 
provide insurance cover for the risk 
involved. On the other hand, such 
disasters also are inducements to 


underwriters with the gift of creat- 
ive organization to employ their tal- 
ents in new fields of activity. 

















Costs Frequently 
Over-shadow Profits, 


During the past few years, operating costs have caused business men much 
concern. Decreases in sales volume and commodity prices resulted in 
business difficulties. In looking for ways of reducing their overhead expense, 
merchants throughout the country have turned to mutual insurance. The 
Federal Hardware and Implement Mutuals have played an important part 
in the reduction of expenses for American business. Every year without 
interruption, Federal savings have been returned to policyholders. The 
cash savings returned to policyholders by the Federal have now reached 
the gigantic total of $44,589,490.06. During the depression years of 1930 
to 1932, the Federal saved property owners $13,379,607.93 of their insur- 


ance expense. These savings have helped merchants to keep their business 
on an even keel. , 


Total Dividends Paid Policyholders 1930-1932 . . . $13,379,607.93 
Total Dividends Paid Policyholders Last Five Years . $21,401,546.44 
Total Dividends Paid Policyholders Since Organization $44,589,490.06 


Federal Department Offices: 


Minneapolis, Minn. San Francisco, Calif. Newark, N. J. 
Stevens Point, Wis. Dallas, Texas Boston, Mass. 
Owatonna, Minn. Atlanta, Ga. Winnipeg, Can. 





An American & Institution 


Federal Hardware & Implement Mutuals 


Retail Hardware Mutual Fire Insurance Co. Hardware Dealers Mutual Fire Insurance Co. 


Minneapolis, Minnesota Stevens Point, Wisconsin 


Minnesota Implement Mutual Fire Insurance Co. 
Owatonna, Minnesota 











CATASTROPHES | 


happen rarely, but when they do occur they often 


leave large financial loss. 


Conservative insurance executives protect their 
companies against catastrophes by securing ade- 


quate and sound fire and casualty Reinsurance. 


Since 1915 we have specialized in writing treaty 
and facultative Reinsurance for conservative mu- 


tual fire and casualty companies. 


EXCESS UNDERWRITERS, Inc. 


J.P. GIBSON Jr., Manager 
90 John Street New York 





